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NOW DISTANCE IS NO LONGER 
A BARRIER, 
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a. 
Most long-haul flights used to be exactly that. 


A long haul, with the inevitable refuelling 


stop en route. The barriers of distance stood 





in our way. But now those barriers have been 


broken by the largest, fastest, long-haul 
aircraft in the world. SIA's MEGATOP 747. 
It will be the first passenger aircraft ever to 
fly nonstop between Singapore and London 

. Cutting hours off normal travel times; 
the first stretched upper deck 747 capable 
of flying San Francisco to Hong Kong nonstop, 
or Honolulu to Singapore nonstop; and the 
first of its type to serve Europe, Australia 
and Asia. Yet no matter how many hours our 
MEGATOP may save you, you will still have ample 
time to enjoy a standard of inflight service 
even other airlines talk about. The MEGATOP 
747 takes you further, faster, in greater 
comfort and luxury, than you ever imagined. 


Experience it from February 1989. 


A great way to Fh 
SINGAPORE AIRLINES Y 
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= LEADERS 

The most elusive peace is in Palestine .............. 13 
Here's health to the world economy .............. 14 
The Growltiger of Brussels .......... eee 15 
Tax gas to cut America’s budget deficit ............ 15 
On the destiny of species... .. tur oe rera eens 16 
A saver be in Britain? .......... eo Ate aie ame iene 17 
The politics of€óloüt. ......-. emnt 18 


*WORLD POLITICS AND CURRENT AFFAIRS 


ASIA -Gandhi visits China, p31 ‘Russia visits Japan, p32 ‘Sri 
Lanka’s courageous vote, p33 *Pakistan’s latest farce, p33 * 
Thaw in East Timor, p34 *The strapping Khmers Rouges, 

p34 *China’s imperilled pandas, p35 


AMERICAN SURVEY : Bush's practical team, p49 ‘The 
Texas he left behind, p50 *Koch again in New York?, p51 : 
LaRouche convicted, p51 ‘The Reagan Library, p52 


INTERNATIONAL :Israel's government, p53 ‘English in 
Quebec, p54 *Mexico’s economy, p54 *The church in 
Cuba, p55 ‘Gulf minesweeping, p55 *A world not yet at 
peace, p56 


EUROPE «Common market for the spirit, p59 ‘French 
bishops, p60 ‘New EEC Commission, p60 *Europe full of 
frontiers, p61 *Foie gras, p62 ‘Marx exits from Poland, p62 * 
Palme's killer?, p63 * Year in the EEC, p63 


BRITAIN -Eggs and politicians, p71 ‘Eggs and salmonella, 
p72 ‘Tanks, p72 ‘Health inequalities, p73 "Mobile tele- 
phones in Britain and elsewhere, p74 ‘Dubious 

statistics, p75 *Adult comics, p75 


a BUSINESS, FINANCE AND SCIENCE 


BUSINESS THIS YEAR : p79 


BUSINESS : Freeing Russia's trade, p81 - Helping 
Gorbachev, p82 -A transatlantic meat war, p82 * 16-bit busi- 
ness cards, p83 - Who is big in oil, p83 -Euro-entrepreneurs, 
p84 «Twenty-first century Los Angeles, p85 


FINANCE -Towards a global property market, p87 «City 
profits blitz, p88 -County NatWest investigated, p89 -French 
capital issue, p90 - Japanese corporate finance, p90 + 

Midland Bank’s present to Sudan, p91 


SCIENCE AND TECHNOLOGY : Market forces and the 
environment, p105 + Tornado air conditioners, p106 - 


Confusion about catalytic converters, p106 - Dawn of the 
killer sheep, p107 


ECONOMIC AND FINANCIAL INDICATORS : Output, 
jobs, prices, commodities, bourses, interest rates, trade, cur- 


rencies, plus a closer look at waste and East European 

debt, p135 

BOOKS : Guides to God and the meaning of 

life, p123 * Tribes, p123 * Writing on music, p124 ° 
Ornithological eponyms, p124 * Westerns, p125 'Self-destruc- 
tive personalities, p125 * Beer, p126 ‘Hemingway, p126 


LETTERS : Letters on Hongkong s future, Philippine loans, 
eggs, Finlandisation, American democracy, p6 
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Next ages of man AMT Uncle Sam's | 
School, work, retirement? oceans | 
No, play and learn and r- Tugged eastwards by his- Tu 
work all at once. A valedic- eier pa tory and security, west- — 
tory.survey by Norman wards by trade, America 
Macrae, after page 70. Year of the brand | ay still straddle the 


Why companies pay bil- world—and should, 
lions for household names, 
and why they may not for 

much longer, pages 99-104. 


pages 39-47. 





Young economists 
What the next Nobel-prize 
winners are thinking—and 
what to make of their 
thoughts, pages 95-98. 
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Fossils and their 
fans 

You may not know it, but 
palaeontology is all the 
rage, pages 109-114. 
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The Good 
Embassy Guide 


An undiplomatic look at 
the best purveyors of in- 
formation, influence and 
canapés in the world's 
main capitals, pages 19-28. 
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New Christians A 
L 


Nicer places? | 


Americans, third worlders, 
communists—but West 
Europeans leave the 


church, pages 65-70. 


Cheaper anyway, and less 
crowded. A statistical 
guide to where to move to, 
pages 92-93. 
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. When the French | Famous foreigners 
revolted in Britain 
What 1789 meant for poli- | The mother country Workaholics living in rab- ali 
tics, art, literature, society | adopts some unlikely chil- | bit hutches—or safe streets | 


and the modern world, dren, who then promptly and close families? Myths | 
pages 115-122. shine, pages 76-78. dissected, pages 36-38. f 
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ongkong's future 


Si&— You question ("Not basic 
enough for Hongkong", Novem- 
ber 26th) the wisdom of certain 
provisions in the first draft of 
Hongkong's basic law. However, 
it should hardly be surprising 
that China should want to en- 
sure its right to preserve the ter- 
ritorial integrity of Hongkong af- 
ter 1997 (Article 17). Territorial 
xegrity has long been chought 


ept of sovereignty. Nor is it 
lear that the draft law is wrong 
hen it seeks to limit rhe power 
f the Hongkong courts to rule 

matters affecting the central 
‘inese government (Articles 
| and. 169). Provincial courts 
not normally Coripera to 
extra-territorial : 


; sthaps Article 19 is ex most 
"id from a conservative 


ed in the Basic Law. Th 
ited States constitution gives 

ates all powers not reserved 
he federal government, and 

t states give local govern- 
ent the residual powers the 
ts choose not to exercise 
emselves. Yet Congress, like 
British parliament, can ex- 
d its legislative monopoly, 
ig local governments. with 
less. The problem with Ar- 
:19, then, is not so much 
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Ferdinand’s follies 


SR] support the notion (De- 


cember 3rd) that the conse- 


quences of indiscriminate dish- 
ing out of loans to the likes of 
the Marcos regime should rest 
with the "experts" (ie, the bank- 
ers) who thought the Luzon nu- 
clear plant, among other 
projects, a good bet; rather than 
with the peasants, the jeepney 
drivers and the housewives of 


the Philippines who had no say 


in the matter, and are left hold- 
ing the bill. 

The people of the Philippines 
need a break. I think the mur and 
others should look to theit own 
part in creating the present 
situation. 2. ds i 
Hongkong HowaRD McKay 
mensi 


Chicken and egg 


SiR—If a minister comes out 
with an. off-the-cuff "exaggera- 
tion" (December 10th) that goes 
a long way needlessly to wreck- 
ing perfectly innocent peoples’ 
livelihoods, you can hardly be 
surprised if there is a sharp reac- 


tion and thoughts turn to writs 


for damages. 
There clearly is a problem that 
has increased sharply in extent 


over the past couple of years. Of. 


course the egg-producing indus- 
try must do everything it possi- 
bly can to eliminate risk of infec- 
tion. That is why we have been 
co-operating with the govern- 
ment in drawing up the code of 
practice that was recently 
announced. 
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2 Jurong Port Road, Singapore 2261, Republic of Singapore 
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heard a junior r health minister 
say that "most" eggs are in- 
fected, he does not discriminate 
between individual producers. 
The net result has been a fall in 
egg consumption of well over 
5096. Unless we can do some- 
thing to bring the problem back 
into perspective, many produc- 
ers will face bankruptcy. lt is 
hardly surprising that an accus- 
ing finger was pointed at Mrs 
Currie. 

Hers was an unjustified re- 
mark. Yes, there is a problem— 
which egg producers will tackle 
vigorously. In the meantime, 
perhaps we should remember 
that eggs are still an excellent 
food source and, properly 
cooked, completely safe. 

SIMON GOURLAY 
President 
The National 


London Farmers’ Union 





Finlandisation 


Si&—Should Mr Gorbachev 
grant autonomy to Estonia and 
the other Baltic republics, he 
would merely be following a 
precedent in Russian history. 
Last century, after gaining 
Finland from Sweden, the liberal 
tsars of that time made it an 
autonomous grand-duchy with- 
in the empire, with its own cur- 
rency, postal system, trade pol- 
icy, etc, as a show-case for their 
own idea of perestroika. Under 
this enlightened policy Finland 
went through a period of un- 


 precedented economic and cul- 
tural development, to the de- 


light of Russian liberals and the 
consternation of conservative 
panslavists. 

This blossoming provided the 
basis that made it realistic for 


Finland to declare its indepen-. 


dence in 1917— and Lenin’s So- 
viet Union was, in line with its 
policy on nationalities, the first 
foreign country to recognise it. 





Gex, 
France Teuvo Levi 
American democracy 


Si—Since Alexis de Tocque- . 


ville paid good money to sub- 


scribe to The Economist a century 
and a half ago, it seems rather. 
unfair to counterfeit his ideas. 
about England. Your review of | 


Mr André Jardin’s “Tocque- 


(“Two cheers for democ- 
November 26th) has him 


racy’, 





apt for a combined i issue the last week | in December and the first week in January} Agah The Economist Newspaper Ltd. 25 8t James's Sireet, London SWiA HG. | 
Sdn, Bhd, Times Jurong, 2 Jurong Port R ad oad, Si ESS C andri " 
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ubscrintion ueries, addr 
Tal: 284 4891 tele A 














ns. Tea pu 
Deu the opposite claim: “Tr 
America I have found men whc 
secretly aspire to destroy th« 
democratic institutions of thei 
country. In England I have me 
others who loudly attack the ar. 
istocracy. But ‘I have not met e 
single man who did not regard 
provincial freedom, as a great 





blessing. In both countries I 
have heard the ills of the state at- 
tributed to an infinite variety of 
causes, but -never to local 
freedom." | Fe 
You got it better in your ear- 
lier review of Tocqueville's “An- 
cien Régime" in 1856. So h w 
about one more cheer— 
accuracy! «^. 
Pittsburgh, — 
Pennsylvania SEYMOUR DRESCHER 
DTE 
















OUTLOOK 1989 
Industrial Raw Materials 
Food, Feedstuffs and Beverages. | 
Two separate surveys analyse the — 
prospects for hard and soft 
commodities in 1989. Commodity by oof 
commodity studies assess likely trend: * 

in supply, demand and prices and are 
prefaced by a statistical summary 
giving a worldwide picture of ; 
production, consumption and trade. An 

| introductory chapter in each survey — 
looks at the implications of worid events 
on commodity. markets. 

Price per volume: UK & Eürope £95; 

North America US$180: Rest of World £98. 




















2 Park Avenue South 
New York, NY 10003 


. USA 
Tet: diu 4600600. 
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. Secretariat to the Steering Cananeo on Corporati 
Pos No. 1594 










ntial: Pioen policy E project muünadement ana business experience at à senior level. Demonstrated ability to haise with 
; execu fives, interest groups, employees and unions. Relevant tertiary qualifications in economics, commerce or a related discipline. 
` Desirable: Knowledge of corporatisation principles and experience in their application to the public sector; familiarity with RM iecto 

ent ties; understanding of key corporatisation issues including taxation. asset valuation, capitalisation, pricing policies, ou 
| and corporate strategy skills; effective communication skills; willingness. and capacity to implement EEO. polici ies. 
Inquiries: Mr C. Saxon (02) 228 5546. An explanation of the Government's Corporatisation Strategy is provided in “A Policy Fran 
“Improving the Performance of Government Trading Enterprises", ^. depen by the Steering Committee on Government: Trading | 
“September 15, 1988. 


Closing date: January 10, 1989, 




















| SPECIFICATION 
- POSITION: Executive Director of the Secretariat responsible for implementing the NSW Government Programme for Corporatisati ien 
Government Trading Enterprises. 










© Too /rsee. and co-ordinate implementation of the corporatisation programme, on behaif of the Steering Committee on E orpor 
will be four phases to the programme (see attached). The first phase has been completed with prepratio by the Ste ring 
| ota (with assistance from Jarden Morgan) ofa general policy statement and the approval i in principle by 


»e Executive Director will be a member of and directly accountable to the Steering Committee and would be a a by a srhali-s 


under his or her direction. Private sector consultants will be. engaged by the Secretariat for specialist assignments. The Executive Di 


Secretariat will work closely with the Cabinet Office. Treasury and organisations being corporatised to ensure smooth implementation of 
Government's policy. 


"€ The Corporatisation Secretariat would assist the Steering Committe to fulfil the following: 

Phase? 

P Appointment and direction of working parties comprising Government experts and private sector consultants to addi 

“including corporate commercial/social objectives. industrial relations, management structure. performance criteria, capita 
-— cregulatory/monopoly issues. 


* € Co-ordination of programme for the establishment of enabling legislative framework inch uding negotiation/liaison. with Cabinet Office, 
--^ Premier and Cabinet Ministers. 


44 | Advising Premier and Cabinet Ministers on selection of corporatisation candidates. 
Advising: Premier, Ministers and Department Heads on public. relations and marketing issues. 
€ Preliminary negotiations with union officials, key interest groups. 


€ Advising and assisting Premier and Department Heads on negotiations with Prime Minister and Federal Treasurer on taxation and Loa 
Council issues. 


B Phases 3&4 


€ Detailed negotiation with chairman/boards of initial candidates on key issues including asset valuation, capitalisation, industrial rel: 
regulatory issues etc. 


Discussion and liaison with Premier, responsible Ministers and Department Heads. 
Negotiations with interest groups, employees, unions. 

Co-ordinating further legislative programmes as required. 

- Continuing role on public relations issues. 


_ € Advising Premier and responsible Ministers on board appointments for Statutory Abate: 
APPOINTMENT DETAILS: 
. € Not yet determined. 


` €. Probably would be on a contract basis with minimum commitment likely to be 18 months to two years so as to take initial care 
ope aen and to progress work on difficult cases. Term secondment from private companies or government authorities 


welcom 
5 SKILLS / AND BACKGROUND: 
|. Proven policy formulation, project management and business operational management skills and background essential. Ideally this 
~~ include extensive senior managerial experience in a large public company with involvement in business establishment and 


strategic planning, industrial relations issues, marketing and pricing policies and public relations. Experience in business regulator 
formulation desirable. 


€ Some financial analysis and accounting skills and appreciation of micro economic theory. 


| * Familiarity with commercialisation/corporatisation/privatisation principles and issues and their application to the public sector (either in 
. Australia or UK, NZ etc). — 


© Some familiarity with public sector institutions (structure, personnel, management). 


| High and well respected public profile, aood communication and people management: skills. 
j — of Employment. Opportunity is Government Policy. 
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CENTRAL BANK OF PAPUA NEW GUINEA 
CONSULTANTS TO THE 
ECONOMICS DEPARTMENT 


c ... 2 POSITIONS 
a) Monetary Policy Division 





 fiew monetary instruments; compilation of data bases to test 
the effect of monetary aggregates. 
_ Design, formulation and testing of econometric relationship 





variables. 
Analysis of fiscal policy and its impact on monetary policy. . 
Participation in the Bank's Board meetings and committees, 







































. Departments and other business entities, to co-ordinate the 
$ ue and the formulation and implementation of monetary 
“po Icy. 


Domestic Economic Conditions 


Analysis of macro and micro-economic developments as an 
put to the formulation of monetary policy. 

Design, co-ordination and implementation of the Bank's 

economic mail liaison and employment surveys, including the 


-Trom the population, and the compilation, arrangement and 
analysis of the data collected, which will be used as an input to 
the formulation of monetary policy. 
Design, formulation and testing of econometric relationships 
between macro and micro (industry) developments to assess 
the effectiveness of policies implemented. | 
Participation in the Bank's Board meetings and committees, 
liaison and co-ordinate with the National Statistical Office, 
national and provincial Government Departments, industry 
associations, boards and large business entities, in relation to 
the effect of fiscal and monetary policies on the development 
of their respective industries and establishments. 


Both Consultants will be expected to: 


contribute to the publications of the Department including the 
writing and editing of the Quarterly Economic Bulletin and 
Annual Report of the Bank. 

devote a substantial part of their time to train the national 
graduate staff in their respective areas. 

to participate in planned training programs by the Department 
for national staff. 


Candidates for appointment should hold a Masters Degree in 
Economics, PhD will be preferred. Work experience in a Central 
‘Bank or Finance Department is desirable but not essential. A 
working knowledge of PCs is necessary. 

‘Salary is negotiable but not less than K30,000 — Gratuity of 20% 
of gross salary, taxed at 295... 

"Comprehensive medical coverage. 

Subsidised Bank housing (K24 per fortnight). 

Education allowance for school age children. 

‘Annual airfare for the candidate and family to the country of 
recruitment. 

Thirty working days annual leave. 

Fifteen working days sick leave. 


Application with detailed curriculum vitae, including photo- 
Grade transcripts, work experi- 
eferees should be forwarded to 





New Guinea. — 


Design and formulation of monetary policy: development of | 
' between targeted monetary aggregates and other economic 


+ liaison with banks and financial institutions, Government - 


preparation of the questionnaire, the design of the sample 


Services, Bank of Papua New- England 





International Institute of 
Tropical Agriculture - 


DEPUTY DIRECTOR 
GENERAL— - 
MANAGEMENT 


IITA invites applications for the senior position. of Depu 
Director General—Management. dee lade  & 

NTA is an international agricultural research institute in a c] 
world-wide consortium of 13 centres co-sponsored by the World | | 
Bank, Food and Agriculture Organisation (FAO) and United 4 
Nations Development Program. The Institute has sub-stations and 4 
outreach programs in many countries of sub-Saharan Africa, UTA T. 
scientists from 45 nations work in partnership with" national: er 
agricultural agencies to raise the productivity and income of small- 
scale African farmers, and thereby to increase food production in -f 
Africa. | Se Le 


























IITA is governed by an independent Board of Trustees which 
includes distinguished scientists and leaders from. around the 
world. The Deputy Director General—Management is one of three |. 
Deputy Directors General; the others are the Deputy Director zu 
General for Research and the Deputy Director General for Interna- ^ 
tional Co-operation. The Institute has an annual budget of $30 ` 
million and it employs approximately 200 internationally recruited OE. 
and 1,200 locally recruited staff. Xo. Sects D | 
The Deputy Director General —Management i$ a key partici- 
pant in the executive management of the Institute. He will report 
direcly to the. Director General and will be responsible for. 
administrative operations, financial control and for.physica 
services. Over 20 years IITA has developed an extensive physical 
plant that includes normal offices and laboratories plus the facilities 
to maintain independently a large residential. community. : 
We are seeking candidates with high level management _ 
experience. The successful candidate is unlikely to be below 45. [+ 
years of age, will have had experience of managing complex ^J. 
operations and will possess appropriate academic and/or profes- — 
sional qualifications. The candidate will have excellent communi- > 
cation skills in English and will preferably have knowledge of 
French and experience of working in the third world. This senior 
position provides an opportunity for an experienced manager to —. 
contribute to the resolution of one of the most serious problems of 
international development today. : ; | | 
The salary and benefits are competitive and include housing, - 
personal car, assisted education, health insurance and annual 
home leave travel. The Institute is situated on an attractive 1,000 
hectare campus outside Ibadan and has excellent recreational 
facilities including its own golf course and medical clinic. 
Applicants for the position of Deputy Director General— | 
Management, are invited to send their curriculum vitae, date of = 
availability and names and addresses of three referees to. Dr 
Laurence D. Stifel, Director General, c/o L.. W, Lambourn & Co 
Ltd, Carolyn House, 26 Dingwall Road, Croydon CR9 3EE 


t- 
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Package Around $A70, 000 + | 
Superannuation and other benefit: 
The Finance Insurance and | rojects Group (F 
Australian Trade Commissh AUSTRADE 
— o e position of Chief q 









FOR 




























ator "Australia’s export 
Insurance Corporation — EF 


Sala / circa £37,500 + Car 
| | development €— 













With the advent of Privatisation the Anglian Water 
Authority requires an experienced Company Secre- 
tary who will work closely with the Chairman and 
he Managing Director to ensure a smooth transi- 
n from Authority to plc. 


: comprehensive experience in the duties 
“ompany Secretary, the candidate will have a 
grasp of company law and be innovative in 
administration. 


"Apply, i in confidence, to: 






Skills a as A: 
economists ‘and research/information office 3 


The successful candidate will be experien ed d 
economic advice at a senior level on all: 
conducted by the Group. 
If you are se Sor a demanding tò 
































and possess th te quali 
The Chairman contact the Manager, P oe providir 
. ANGLIAN WATER - Should you reqüire further information € 
_Ambury Road | role contact Mr Slater Smith c hone no 
Huntingdon or Facsimile no: 61 225 
Cambs! PES 6NZ | | 





All applicants are- considered i. 
the basis of their suitability for the job 










Package | round $A70,0 
Superannuation and othe 

AUSTRADE-EFIC, Australia's official 
invites applications for the. position of Manag 
Insurance, based in Sydney. . 
RADE-EFIC is part ob Hor day viene Trad C 
authority of the Australian Gove: | 
acilitation of Australian 





f AN EQUAL OPPORTUNITY EMPLOYER 


















































. INTERNATIONAL PLANNED 
- PARENTHOOD FEDERATION 


a, Evaluation 


& Management Audit | ELTE =r 5 
. Salary range £24,921-£34,194pa [| | T you shoukd possess a 
E pius fringe benefits. | Se 





























3 : E 
SF  (Regent's Park) © r FE | | train a large team 2 professional st 
Bos The. Igterational Planned Parenthood Federation APPEL is one of the 4 1j rues 5 kis. are essential. Relevan 
- oworld's largest. non-governmental organisations working inthe field of ^ ff | | desirable. 
n planned parenthood and related health services. The Federation consists F ; Should yon. require ; farther EP regarding thi 
<un 0f voluntary: associations in 125. nations throughout the world and our = please Mr. James Moore on telephone 
“> annual income is in excess of US$70 million. = 2 a 61 2 281 e 655 or Focsimite Ao: 6122513851 — 






As a result of retirement an exciting and chállenging ópportunily. has. 
arisen to direct the Federation's Evaluation 2e Management. Audit . 
function. Main areas of responsibility include planning, developing and = 
.. implementing evaluation and management audits of Family Planning ^— 
«Associations, directing a multi-disciplinary team, organising and con- 
ducting evaluation training, and devising and adapting. new approaches 
to evaluation. 


Applicants should hold a rec -ognised | postgraduate degree and have 
gained substantial experience in an international environment, together 
with management and training skills and in-depth knowledge of family 
planning issues. A good communicator is required, creative and 
imaginative, and able to inspire all round confidence. 
Please send your CV to: Director, Personnel & 
sy Administration, IPPF, Regent's College, inner Cir- 
a mans cle, Regent's Park, London NW14N5. 

~ a NM Closing date for receipt of application 5th January 
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This is the FINAL OFFER at these 
LOW PRICES. Rising material costs 
will require a moderate price 
increase effective later this year. 
However, those who enter a new 
subscription before that scheduled 
increase will be guaranteed the 
current prices for the first two full 
years of enrollment. Act immediately 
to beat the scheduled price increase, 
and be eligible to continue to buy 
these luxurious volumes at today's 
low prices into 1991. 
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LIBRARY EVER CRESMTED-...1N YOUR HOME, 


You are invited to acquire 
the ultimate private library ... 


People are often judged by the company they keep. And here, the titans ol 
literature provide the best of company . . . Shakespeare Steinbeck, Chaucet 
Tolstoy, Dickens, Melville, and Plato, to name just a few. Together in the most 
distinguished collection of world literature ever assembled — in editions you 
will feel a special pride in owning and displaying in your home 


Rich... aromatic... genuine leather with accents of re il 22kt gold 
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The poet John Keats said, “a thing of beauty is a joy forever!’ And in this 
collection of heirloom-quality books, beauty and joy abound. This is the 
definitive private library you'll want your children— and their children 

to read and own. Each book is luxuriously bound in top-grain leather with 
accents of real 22kt gold on the spine. Each has deeply inlaid cover designs .. 
elegant satin moiré endsheets . . . magnificent illustrations . .. superb, easy-to- 
read typography. This private library exemplifies the ultimate in the art of 
printing, binding and illustration. 
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At only $4.95 for your first book, this is an exceptional 
opportunity. 


Other collections are available, but you'll find that none compares with these 
Easton Press editions. In fact, we have made it easy for you to see how superk 
they are by making your first book available at just $4.95! See for voursell 
and if you are not fully satisfied, simply return your book within 30 days for a 
refund and cancel your subscription. You have no further obligation and 
nothing to lose. 

Subsequent volumes will be priced at just $35 00, and this favorable price 
will be guaranteed for the first two full years of your subscription. And we wil 
send you a list of the titles so you can tell us which books vou want to receive 

This is your opportunity to own the ultimate book collection . .. to enjoy th 
pride of displaying these superb volumes in your home...and to pass on you 
own private library—and, the love of fine literature—to future generations 

To accept this invitation, simply complete the Preferred Reservation 
and return it today. 


For Fastest Service Call Toll-Free: 1-800-367-4534 
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47 Richards Avenue * Norwalk, Conn. 0685 
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p----------- PREFERRED RESERVATION APPLICATION -—-———--—--—* 


The Easton Press The 100 Greatest No payment required M 


47 Richards Avenue e E 
Norwalk, Conn. 06857 Books Ever Written 31 


For Fastest Service Call Toll-Free: 1-800-367-4534 


Please send me the first volume of ‘‘The 100 Greatest Books Ever Written” and reserve-a s! 
scription in my name. | understand that this first volume will be billed to me at $4.95, 1 
further volumes will be sent to me at the rate of one per month at $35.00* each and that} 
price is guaranteed for two years. | also understand that | will pay for only one book at a tir 
and that I will receive a list of books scheduled for future monthly shipment so that hn 
indicate any titles on this list which | do not wish to receive. | may return any DOOK W ithin 
days for a refund, and either party may cancel this subscription at any tim 
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į Payment Options (Check One) 

i Charge each volume when shipped to my: Name PLEASE PRINT CLEARD 
I C MasterCard O VISA 

C] American Express (J Diner's Club AT ERI NDS UTEM m 
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Credit Card No. Expiration Date City 


C] Enclosed is $4.95** (payable to The LA RR S aera S 
Easton Press) for my first volume. state Zip 

C] Bill me $4.95** for my first volume prior 
to shipment. 


**Connecticut residents pay $5.32 to include sales tax Signature ALL ORDERS SUBJE ACCEPTANCE 
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. À Russia began to remove its army from Af- 
:ghanistan, and South Africa promised to give . 
its independence in return for Cu- 
ral from Angola. America and. M 
d to destroy a whole class of me- — B 
ge nuclear missiles and Mr Mikhail $ 
romised a one-sided cut ofo- 

- 3,000 men in the Soviet armed forces. The 
remarkable year ended with Mr Yasser 
tafat's remarkable. announcement that he 
_ was giving up terrorism and recognising Isra- 
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— .el's right to exist. How. splendid it would be, President-elect 
George Bush must now be thinking, to crown this surge of 
< peacemaking by bringing an end, in 1989, to the half-century 
— of bloody conflict between Jew and Arab in Palestine. — — 
= Why this one will take longer " v 
Splendid indeed. But the conflicts that ended in 1988 were 
relatively simple things: state against state, outside power 
poking into local business. Israel versus Palestine is something 
: erueller: a contest between two ancient peoples for the same 
plot of land. Here the circumstances that helped the other 
peacemakings do not apply. The Gulf war ended in exhaus- 
tion; the withdrawals from Afghanistan and Angola became 
possible because an over-stretched Russia decided to aban- 
don weak allies. Israel is not weak or exhausted. Even if it 
were, its American ally could not lightly abandon it. | 

__ Because of these differences, the world will have to do 
- something difficult in 1989: slow down the rush for peace. In 
particular, President Bush should say no to the Palestinians’ 


* 





















demand for an early international peace conference, con- 
vened under the auspices of the United Nations. Momentum 
has a part to play in diplomacy, but not if it forces adversaries 
into a negotiation that is bound to fail. If peace does come to 
the Middle East, it will come through the slow evolution of 
J attitudes, not as a result of a quick fix at the conference table. 
Anybody who doubts this should look again at Mr Arafat's 
nimble footwork in Geneva on December 14th. 
.. It was not secret messages from the State Department or 
even the fine mediation of Swedish diplomats that persuaded 
-Mr Arafat to renounce terrorism and accept Israel. He began 
‘to change his mind more than a decade ago, because years of 
fruitless struggle had shown that the PLO could not make Is- 
rael disappear by force. Until 1988 the organisation's hawks 
disagreed. But the Palestinians who best understand Israel’s 
permanence are those who live under its iron fist in the occu- 












ave these Palestinians the upper hand inside the PLO, they 















- ference would force America to force Israel out of the | 
Bank and Gaza, just as President Eisenhower forced israe 


"Americans in the 1950s, though, Israel was just anoth 


suaded that withdrawal is in Israel's own interest, a 


l pied West Bank and Gaza. When their uprising, the intifada; 








demanded a practical policy inst 
BS dream. This gave Mr Arafat the aut 
BE needed to embrace partition, 1 
which the Israelis accepted but 
ians rejected 40 miserable years 2 
—— Partition. is still the blinc 
| way to accommodate the two 1 
Palestine. The trouble is that w 
- has been edging slowly towards p 
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| ingly obvious at the same time. 
.. This means changing the minds of Israelis, not of 
in distant America. Many Arabs think an internation: 


of the Sinai peninsula a year after the Suez fiasco 
try. Today most Americans—not just Jewish ones—see 1 


as a close friend and ally. They have no reason to deliver i 
the chopping block. Until a majority of Israelis have been į 





international conference will merely raise expectations t 
will not be satisfied. | oa | 

Part of that persuasion should take the form of € 
proval. Ordinary Israelis must learn that other ordir 
ple grimace at the thought of perpetual military r 
12m voteless Palestinians. But the disapproval needs t 
from a warm heart. When Israelis feel themselves alone 
cold world, they grit their teeth and dig in. Pushing 
grimly together is exactly the wrong way to end the c 













tion. Israel has legitimate fears; but almost half of 
already vote for parties like Labour, which are 
change some occupied land for peace. Outsiders should t 
fore balance disapproval with the reassurance that cai 
more Israelis the peacemaking way. | 
The best sort of reassurance can come from the 
ians, perhaps with a bit of firm prodding from the A 
ambassador in Tunis. The Palestinians can hardly < 
the uprising that has brought them so many recent ga 
the PLO could take two big steps right now. It could a 
that the state it declared notionally independent last Nc 
ber will, like Costa Rica, never have an army. And it- 
order an end to all forms of lethal violence, such as. 
border raids, fire-bombings and attacks on Israeli so 
These pinpricks achieve nothing practical, but they 
raelis fearful. They therefore push an independent Pai 
further into the distance. 








































health, you tend to swagger a bit. Watch some of the 
orld’s finance ministers and central bankers at the end of 
he year which didn’t crash. The stockmarkets’ Black Mon- 


the best year many of them can remember. The Organisa- 


e volume of world trade grew by about 9% in 198 


>. Their unemployment has fallen by 12m, or roughly 5%. 


dged: the broadest measure of prices, the GNP deflator, 
nt up by about 3⁄2% in the OECD countries during 1988, 
same as in 1987, © mE 

Each one of these figures is a tribute to the few dozen 
ymakers in the biggest OECD economies who had to wipe 
¿palms in that October frenzy and think clearly while 
ck prices were plummeting. In just a few hours they de- 
ed how much liquidity to pump in, how much reassurance 
offer. They are easily criticised, often rightly. On that occa- 
though, they saved the world from a slump. Some of 
now feel that they loosened up too much, so have been 
y raising interest rates during 1988. That does not mean 


y got it all wrong in Black Monday week: merely that they 
d on the right side. | 


























earth of the red corpuscles. | 
Ye fact that the world economy came through a financial 
rash to grow by 4% is not, alas, reason enough to swagger. 
risisemanagement is an excellent skill for governments to 
ve, but it is not as useful as making sure that crises do not 
pen in the first place. That is not a plea for policy perfec- 
, still less for some fancy controls that are supposed to 
ake financial markets safe. The search for perfect policies 
ickly degenerates into fine-tuning folly. The whole point of 
ancial markets is to mediate risks, and controls stop them 
doing that. | mE X 

No, the thrust of policy should borrow from the teachings 





ght things, exercising its muscles, keeping its joints sup- 
2, It will chen be able to rise to the demands of capitalist life, 
cope with its risks and take advantage of its opportunities. 
iat way, with a bit of luck, it will not need Doctor Cure, 
th his emergency ambulance; pain killers and heart surgery. 
_ Preventive economics is a long way from being practised. 
Aost groups of people in most rich economies are not in good 
hape: they have borrowed a lot, and are spending gaily today 
ather than setting aside much for the future. That is true of 
ompanies, whose profits are the red corpuscles of capitalism. 
‘or the seven largest OECD economies in 1971-80—years 


ippy economic growth in 1988, but beware financial anaemia in 1989 


F YOU have been near to death and are back in rude 


ay in October 1987 could have meant a black 1988 for busi- 
ssmen, workers and shoppers. In fact, it has turned out to. 


on for Economic Co-operation and Development (OE ob) s 
s just delivered its end-of-year report, and it is full of cheek - 
eal gross national products of the 24 OECD members rose by © 


inflation, which often rises when growth picks up, has not 


octor Prevention. The body economic should be eating - 
























when people worried about the slow death of capitalism—the 
het rate of return on corporate capital was ten percentage 
points above the real long-term interest rate. In 1987 and 
1988 the difference has been only 634 points. If you can make 
almost as much by popping your money in a bank as by run- 


_ ning a company, the bloodstream is infected. 


The main reason for high interest rates is that people and 
governments are borrowing so much, Personal savings have 


-fallen as a proportion of income in almost every OECD coun- 


try, and people have taken to filling their nest eggs with 
credit. The ratio of total personal liabilities to annual incom 
has doubled in West Germany and Britain since 1970, an 

gone up by half in America and Japan. It is only mildly reas 


| suring to learn that in most countries (though not in Amer- 


ica) household wealth has also gone up relative to income. If 
recession comes, and jobs and incomes slide, that extra 
wealth might simply mean that prices of houses and shares 
also tumble as people have to sell assets to service their debts. 
A financial crash did not cause an economic recession during. 
this past year; but it is quite possible that recession, when it 
comes, could bring on another financial crash. mE 
The other big borrowers have been governments: Like 
households, they are now discovering that an uncomfortably 
large part of their spending has to be earmarked to paying 
interest. For the seven main governments, interest now ac- 
counts for 642% of their spending, compared with 414% in 
1980. Italy’s share is up to 15%, small Belgium’s to 19%. Both 
shout a warning to others to shun the same path, because 
healthy capitalism requires flexibility and nimbleness. Debt- 
ors, on the whole, are chair-bound. They are particularly vul- | 
nerable to rises in interest rates, yet interest rates are having... 
to play a bigger and bigger role in economic management. | 
Those high interest rates are now expected to be the main - 
instrument for saving the world from a Black Monday slump, 
the main instrument for keeping exchange rates more or less 
stable, and for keeping inflation in check. In many countries, 
fiscal policy is all but paralysed. Few politicians have the will 
to cut spending, yet they do not want to legitimise higher 
spending by raising taxes. The same applies to people and 
companies: they like spending, but the duller pace of eco- 
nomic growth means that they are raising their incomes dis- 
appointingly slowly. This symmetry between governors and 
governed comes together in the form of higher interest rates. 
Not surprisingly, dearer money brings pain. — | 
This pain threatens to check economic progress in 1989 
and beyond. When the check comes, it will cause bankrupt- 
cies, credit defaults and the like; but better all those than that 
governments opt for Doctor Cure's quack remedies, inflation 
and protection. If they listen to Doctor Prevention, they will 
keep cutting their deficits and freeing more of their trade. 
The best time to start jogging is when you're feeling well. 

















The rumour runs through Europe: Delors is on the loose! 


EW things in Europe are as unsettling as the sound of Mr 
Jacques Delors purring. The president of the European 
Commission deserves a moment to lick his whiskers: his deci- 

- sions on who gets which portfolio have made the new com- 
mission look a competent team, ready to build a Europe with- 


out frontiers. Project 1992 needs a forceful, disciplined — 


commission. Why then the sense of unease at the thought of 
such a team under the direction of Mr Delors? 

Because there are many diversions along the road between 
here and 1992, and Mr Delors and some of his new commis- 


eigners seem tempted to be sidetracked into them. Since 


oject 1992 looks like being a success, some European politi- 
cians (in particular Mediterranean socialists) are keen to see 
their social policies become a part of it. Where the single Eu- 
ropean market promises competition and enterprise, they 
want to add labour legislation and minimum social-security 
payments, People like Spain's Mr Felipe Gonzalez, whose So- 
cialist government holds the Community's presidency for the 
next six months, hope to push "social issues”. Unfortunately, 
Mr Delors is likely to be sympathetic. 

He is also likely to be sympathetic to his own French So- 
cialists. France takes the presidency of the Community after 
Spain. The French are threatening to renege on their commit- 
ment to allow Europe's capital to flow freely. They want to 
harmonise savings taxes first. That is the sort of condition a 
strong commission president should politely evade. Yet Mr 
Delors has given the tax portfolio to a French commissioner, 
Mrs Christiane Scrivener—an appointment that does not 
warn Mr Delors's fellow-Frenchmen to abandon this excuse 
for failing to deliver the free movement of capital. 


: e 1992 bird in the hand 


Mrs Scrivener is also expected to look at the EEC's differing 
levels of social security. Is the commission going to try to con- 
solidate social-security payments? It is not a bad cause; but it is 
not for now. The immediate 1992 goal must be a Europe free 
of barriers to the movement of goods, services and money. 


Tax gas 
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How to cut America’s budget deficit at a patriotic stroke 


S A redeployed Texan oilman, Mr George Bush is not the 
. ideal president to make painful decisions about Ameri- 
| ca's energy policy. Decisions, though, will have to be made— 
— and soon. Although two oil shocks once reduced America's 
thirst for oil—between 1978 and 1983 the world’s biggest oil 
.. guzzler cut its consumption by a fifth—a blend of cheap oil 
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That is hard enough, without introducing new complications 
Other programmes for “social issues” will come from ! irs j 
Vasso Papandreou, a Greek Socialist in charge of social a 
fairs. The result would be to reduce the comparative att ic i 
tion of southern countries like Greece and Spain to foreis 
investors by increasing the social-security cost of their labant 
For the good of the single European market, Mr Delor rs 
should not allow himself to be tempted by this diversion. 

If he does, it will be a waste of a talented commission presi- 
dent and a capable team. The losses from the outgoing com- 
mission—in particular, Lord Cockfield, who directed Moe | 
1992, and Mr Peter Sutherland, the Irishman who was in 
charge of competition—look less grave when weighed agains 
the fresh talent. New boys Mr Martin. Bangemann and Mr. 
Leon Brittan are more than satisfactory. Yet in one way th 
commission has changed for the worse. There is no individ 
in it who can challenge the sometimes bullying president a: 
toughly as, for example, Mr Sutherland could and did. s 
then perhaps only an Irish barrister trained by Jesuits cox 
take on a French central banker.) b 

Mr Delors is increasingly powerful. He has kept respon- — 
sibility for monetary affairs for himself; he has gained general » 
control of Project 1992. Is that enough to cause unease? Pets 
haps not: Mr Delors is still accountable to the Council o: 
Ministers. But others worry about the commission—and its 
president—continuing an “advance by stealth’’. True, the H 
countries’ ministers: can turn down commission proposa 
But the commission has a wide range of its own powers, both s 
in how it implements decisions by ministers and in proposing. 
directives. On occasion, the commission can even take deci- 
sions without reference to the Council of Ministers. Will such 
powers be used in the cause of freeing Europe's trade? Or for 
other purposes? j 

Of cats, Mr Delors is a Growltiger, not a Macavity. He 
does not slink and slide, he pounces on his chances. Europe 
needs him to purr Project 1992 into shape, not to be dis- 
tracted by the alluring whiff of catmint. | 


and Reagan prosperity has prompted Americans to get their 
Cadillacs on the road again. In less than three years Ameri- 
ca's oil use has revived by one-tenth, and it is no longer two- 
thirds American oil that is burning. Imports have incre 
their share of America’s oil consumption from a 1980s’ We of. 
3296 to 4296 now. By the mid-1990s half of every Ameri a 






































* poe s oil i importé fum soared as Amen S donee. 
oil industry, hurt by low prices, has shrunk. Only 920 Ameri- 
can oil rigs are now in action, compared with 4,000 in 1981. 

Domestic output has fallen to 8m barrels a day, 1196 below its 
1985 peak. America is still the world's second-biggest oil pro- 
ducer, behind the dreadfully inefficient and thus due-to-rise 
Soviet Union, but it is now a mature one. America has little 


uw Arctic National Wildlife Reserve—are being fought over 
by litigious environmentalists. 

. Mr Reagan’s energy non-policy exacerbated the oil 
usiness's woes. When oil prices were sky-high, America's tax 
nd royalty system was a boon for oilmen. After oil crashed in 
986, it wasn't. Encouraged by oil-producing countries that 
ave softened their tax and licensing laws in response to the 
apening of oil, American oil companies have sensibly 
en to prospecting abroad. In Mr Reagan's eight years, the 
roportion of American oil-industry investment spent at 
ome has fallen from three-quarters to a half. 

The signs are that Mr Bush will try to switch production 
xpensively back home by tax bribes. Expect him to reduce 
deral oil royalties, offer tax incentives for existing wells and 
roduce tax credits on initial exploration costs. Such mea- 
es, his advisers reckon, could push up domestic oil output 
some 500,000 barrels a day. It would push it up in all the 
it economic places. A 


\ merica is to check its growing reliance on imported oil, 
ie best way is to take stiff measures to curb its total demand. 
orget a tax on imported qil; it would benefit the 12 oil-pro- 
ing states of the union at the expense of all 39 others, and 
st the energy costs of all American industry. Fortunately, 
ess is unlikely to support such a tariff, but that might 
event Mr Bush from trying to push it through if a spell 





&ESPITE such notable exceptions as the patriarch Enoch, 
A who walked with God instead, everybody dies. Wise men 
unsel graceful acceptance of the inevitable. Those who are 
nable to comply are left with hope, or fear, or rage against 
e dying ofthe light—but never with an escape clause. As for 
sople, so for species. A species may flourish for 1m years, or 
Om. Some have lived far longer, but none is immortal. The 
ild profusion of life which makes the world rich and beauti- 
Í today is a tiny fraction of the countless billions of species 
at have lived since life began. 

Extinction is an inescapable fact of life, and this is no bad 
thing. Conflict is necessary to an ecology, rather as compe- 
tition is necessary to a market. So long as there is conflict, 
there will be natural. selection. So long as there is natural se- 





profitable oil left to tap. The best prospects remaining—as in 


1 the destiny of species 


In the long run we are all extinct. But humanity could go out in style 


d 


taxes. Americaus: 


igher petrol 
pay pe 29 cents ee tax on each gallon of petrol, only nine 
cents of that into the federal purse. European motorists pay 
up to $2.90 of tax on every gallon, ten times as much. Raising 
America's federal petrol tax by a modest 50 cents a gallon 
would still leave American motorists paying barely a quarter 
as much tax as Italians. 

The thought of higher fuel taxes horrifies many Ameri- 
cans, who have long swallowed the oil lobby's PR as assidu- 
ously as its product. They are told dearer petrol is 
regressive—the poor drive gas-guzzling old bangers—and 
would unleash inflationary spirals. The oil lobby.claims a 50- 
cent tax increase could reduce employment by lm, and 
chants Mr Bush's pledge not to raise taxes. These arguments 
ignore great benefits. A 50-cent rise would bring in $50 bil- 
lion a year of tax revenue, and cut America’s: $155 billion-a- 
year budget deficit by nearly a third. That, in turn, would 
allow interest rates to fall. Even if phased in over three-fo-* 
years, it could eventually cut America’s appetite for forei 


oil by around 1!2m barrels a day, and America’s trade deficit 


by close to $10 billion a year. As Americans exchanged their 


large cars for more fuel-efficient cars and trucks, the gain 


should be cumulative and pollution would fall. 
Mr Bush will never find a better cure-all. To pass it be- 
tween his own lips and sell it, he might have to wrap it in the 


flag. Higher petrol taxes are the cheapest way to reduce Amer- 


ica's dependence on the Gulf. They would harm America's. 


manufacturers less than an oil-import tax. Lower interest 


rates would help everyone— particularly farmers, who are told - 


they rely on petrol more than most. A share of the revenues 
raised by the new tax could be notionally set aside for the 
poor—to pay for Mr Bush's promise of better childcare? — 
and for modest supply-side measures to help America's oil 
industry. And the dollar would patriotically rise as the world's 
financial markets celebrated the reality of an America getting 
to grips with its own POTIONE: 


lection, new species will evolve—and established ones will die 
off. Extinction is an integral part of the history of life: no 
species is going to last for ever. 

There is no reason to think that the infant species Homo 
sapiens is any exception to this rule. Homo habilis and Homo 
erectus, the two species most closely related to it, have already 
died out. Admittedly, Homo sapiens has more control over its 
environment than its predecessors had. It i is, at the moment, 
unlikely to fall prey to predators, or die in forest fires—at 
least, not in numbers large enough to wipe out the species. 

Controlling the environment to any great degree, though, 
is a new-found skill. There is not much to suggest that 
organised agriculture, the most successful way to pervert the 


course of nature, stretches back further than 10,000 years—a _ 





THE ECONOMIST DECEMB 

























































so of the time since TR ABUS dens as a spi 
s; In the 4 billion-year history of life, 100,000 years. isa 
inkling. Geologists, the champions of the long view, have a 
| Word for things that are as far apart in time as flint axes and 
—— lasers. They call them "simultaneous". 
This is not to say that the rise of human civilisation is 
insignificant. But there is no way of showing that it will be 
. much help to the world in the long run. It is still too early to 
~~» tell. Today's technological civilisation, capable of engineering 
wholesale environmental changes, could collapse:in the next 
. few centuries, or wither away over the millennia, or be super- 
—^ 'seded by a civilisation that has values as alien to man in the 
late twentieth century as INSANE values would be to the cave- 





men of Lascaux. 


Nor does today's civilisation seem a guarantee against ex- 
tinction. It suffers from the perennial problem of youth: 
strength without wisdom. Leaving aside the possibility of 
thermo-nuclear suicide, there is still the possibility of damag- 

gthe environment so badly that its collapse takes humanity 
"ith it. In natural extinctions, species are replaced and diver- 
sity is retained. In those which humanity is perpetrating at its 





AE precipitous rate, whole eco-systems are threatened. 


: Dinosaurs and destiny 
. Extinction is not a mark of failure, as the dinosaurs showed. 


— Humanity, with typical cockiness, tends to think that they 
were dumb, unsuccessful and so died. In fact, they were well — 


A saver be? 


Therei is auithing’ specially virtuous about saving, but a neutral tax system 


is a prize that Britain should aim for 


| QYAVING was a virtue much admired by the Grantham 
\ shopkeepers with whom Margaret Thatcher grew up. In 





_ today’ s Britain that admiration has faded. Official figures - 


P (which, granted, are probably underestimates) show that the 


. British now save a smaller proportion of their incomes than 


ever before—5.4% last year, or less than half as much as in 
1982 and less than in any big OECD country except America. 


-. Surely, the lady from Grantham has been wondering, there | 


must be ways to revive thrift. Those in the City who live by 


— converting thrift into stocks and shares have begun to cdam- 
'. Like many industries faced 


our for a "budget for savings' 
with flagging demand for their product, they have begun to 
think up ingenious tax reliefs to revive business. 

Other countries have tried to boost savings through the 


^. tax system. Their experience suggests that much of the reve- 


^ nue a government pays out in tax reliefs to encourage savings 
— goes straight into the pockets of people who would have saved 

anyway, though perhaps in different investments. Take 
. France, where the loi Monory made investments in. equities 
. tax-deductible, and allowed the proceeds of such investments 
— to be spent tax-free. That scheme has been credited with in- 
. creasing the proportion of French adults with holdings in eq- 
... uities and unit trusts from 4% up to 9%. But France is also 


one a the OECD countries where the savings ratio has ge 
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: -adapted to their an which is why they f 
~ thousand times longer than mankind has lasted so: 
long as there are birds, all of which are descended tro: 


primates, might continue. 


jud mit Homo VE Prid m. all eris si 


vidual Retirement Accounts that gave savers relief o 


ings. But America still has the lowest savings ratio 


Deal with distortions 


investments. The huge postwar growth in institutions 


: San on tax relief for mortgage interest has been 





saurs, something of the dinosaurs lives on. 

Indeed, every species living is related to species 1 
died. Conversely, every dead species has living. 
sometimes its direct. descendants. If Homo sapiens 
now, his closest relatives, the chimps, or at least some: 


That may not seem consolation enough. But natu al 
tion could yet provide humanity with direct descend 
humanity could take the matter into its own hands. { 
engineers could fragment humanity into many species; 
of which will survive their originals. Or new species mz 
about the old-fashioned way, by adapting to fit other e 
ments. There are few new environments on earth-— 
people may get round to creating some—but there t 
less numbers elsewhere. If, over the long millennia, ma: 
moves permanently from the planet of its birth, new s 
will surely evolve. And they will be safe from any cataserc 
that might wipe out their earthbound ancestors. 

The fact that a family lives on is consolation to the. 
and the bereaved alike. As for people, so for species.” 
the last Homines sapientes fade away, they may do so kri 
that something of them remains. Homo lun ris, 





clined most. st steeply. Or take America, which: inver 


they put into special savings accounts for a fixed per 
recent study (by Mr David Wise, at the London 
Economics) estimated that IRAs attracted substanti 








seven largest OECD economies. 


Changes in the tax system may not have a big effect c c 
overall level of savings. But taxes do distort the way | 
save, Open the money section of any Sunday news 
Britain and you will see pages of advice on the most « 
way to get the Inland Revenue to augment the value 6 


ment in Britain, and in borrowing for house purchase 
the power of fiscal privilege. | 
Such distortions have already been reduced by 
Thatcher's government. Income-tax rates have been c 
the surcharge on investment income has gone. The thres 
for capital-gains tax has been indexed, and capital 
now taxed at the same marginal rate as income. Life« 
premiums on new contracts are no longer taxied 









































































83, while ous: ptices have risen steeply. Bu s 
till great. A recent article by the Institute for Fiscal Stud 





cheme ten years from maturity added around 21/2 percentage 
ints to the post-tax return for a higher-rate taxpayer; at the 
ther extreme, the tax treatment of building-society deposits 
ts the post-tax yield for a non-taxpayer by around 17/7 per- 
ntage points. 

A good “budget for savings" would not try fruitlessly to 
e tax cuts to encourage thrift. Instead, it would tackle these 
istortions. The ideal way would be to move towards an ex- 
nditure tax, freeing all savings from tax, but taxing all 
ending, whether financed from earnings or from the in- 
me from savings or from wealth itself. Snag: Mr Nigel 
wson, the chancellor of the exchequer, has not only said he 
opposed to such a tax; he has also moved the tax system 
ay from it, by scrapping tax relief on life-assurance premi- 
1s and taxing capital gains as income. 

An alternative approach would be to develop the concept 
f personal equity plans (PEPs), which Mr Lawson himself in- 


you're going to be colour-blind, be thorough about it 


HE good people on Britain's Commission for Racial 
=quality have been turning their minds to the question of 
o is white and who is black. White has obviously been no 
»blem. Everyone knows what a white is, be he a puce-faced 


d by the sun. The whites are the people, capitalist or com- 
nist, who, for good or bad, lay down the rules for such 
ngs as who calls whom what. Black is more difficult to 
egorise. In the loose classifications of everyday speech, any- 
' who is not white becomes black. 

The racial-equality people are recommending that only 
ople of African origin should be called black. This has pro- 
ced an exclamation of delight from the Singhs, the Tariqs 
d the Azizs who are represented by the Asian People’s Na- 
nal Association. Black is fine for Africans, says the associa- 
n. They are proud of the adjective. For Asians to be called 
Ck is "an impediment” to their "ethnic pride”. 

It sounds like the start of an argument. The commission, 
pite its good intentions, may have added to existing confu- 
n over colloquial definitions of ethnic types. It is not the 
mmission's fault. It set out to provide a classification that 
ild be used for the multitude of documents that invade the 
$ of everyone in the global bureaucracy, and has done its 
t. In Britain’s 1991 census there will be a question about 
ether you are white or black or whatever. 

The trouble with colour is that it carries emotions that lie 
eeper than words. Red is not only the first colour of the 
jectrum; it stood for the (pre-Gorbachev) hordes that 
emed to be tensed to take on the countries of the West. The 





ound that the tax relief on contributions to a pension 
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ortherner or a leathery southerner whose skin has been | 


eds’ despised sympathisers were Pinkos. Out in the east was. 
1e Yellow Peril. Nearer home are the Orangemen, with their _ 








sed system. At 


; wi hu can invest tup t year in PEPs out of 


i taxed: income; the proceeds are then free of income tax and 


capital-gains tax. The government, flush with revenue, might 
switch that round, making investments deductible against in- 
come tax but proceeds taxable. The effect on revenue—and 
returns—would ultimately be much the same. 
More important would be to widen the range of assets 
eligible for PeP relief, to include all securities and bank and 
building-society deposits. Keep the present limit on annual 
investment of £3,000 a year—a figure large enough to cover 
the yearly savings of at least 95% of the population—and Brit- 
ain would effectively have an expenditure tax. The govern- 
ment could then scrap all other concessions on savings—such 
as the business-expansion scheme and the tax-free lump sum 
paid out by pension schemes. The only question at each bud- 
get would be whether to expand the range of assets eligible for 
PEP treatment: should forests, Old Masters, yachts or homes 


be included? Britons might not save more, but at least the 


would take more sensible decisions. 








chilling pipes and drums. Only the blue-bloods could be PT 
lied on to advertise the old values, especially if they were born 
in the purple. The rise of the Greens seemed, though only for 
a while, to bring new Mis to the grey politics of Europe. 
There aren't many colours left to be sent into battle. No one 
wants to be a shrinking violet. 


Black as hell, white-faced with guilt - 

Few Africans are truly black, any more than Europeans are 
truly white. Until the outspoken 1960s, black was barred: 
from most newspapers as a description of Africans. Black had 
associations with Shakespeare's "black as hell, as dark as 
night", and Conrad's "Heart of Darkness". Black was not 
racial, it had associations with the primeval (just as white was 
associated with the Virgin). Coloured or non-white were pre- 
ferred descriptions. They are scorned now as weasel words, 
but had the merit of politeness. Black was accepted as a ges- 





-ture of defiance by radical Africans promoting “black con- 


sciousness’, and as a result passed into everyday speech. At 
the same time, and perhaps as a corollary, white became com- 
monplace, after years in which it had been avoided except in 
smirking references to the “white man’s burden”. 

The world of black and white is probably not an improve- 
ment on a more accommodating one. In practice, there seems 
little need to colour-code people at'all. The people of Papua 
New Guinea, many of whom have faces as black as obsidian, 
manage well enough by calling themselves Papua New Guin- 
eans. Let Africans be Africans, or Nigerians or Ethiopians or 
whatever, let Indians be Punjabis or Tamils when not Indians. 
There could be advantages in being colour-blind. —. 








Where to go for style 





- Diplomacy, of course, is too ethereal to measure. Nothing daunted, we 


s 


_ asked our correspondents in the world’s nine most important ca itals to 


-. pick the two best local embassies. The Americans come out top; Russian 


bassies are marked out of five for: 





London 


Ji whizz 


TOR Christmas parties try the Irish, for 
diligent lobbying take your hat off to 
-Iraq 
Hafez Assad; he will assure you that the 
‚president gets paid by Israel's secret service. 
But for the ‘most sublime mix of business 
and pleasure get an invitation from the Chi- 
nese ambassador. The food will be excellent, 
- the guests chosen for their learned conversa- 
‘tion, the host—Mr Ji Chaozhu—chummy 
ad relaxed in a most unChinese way. — 
Mr Ji grew upin America and perfected 
in the late 1940 
dors have shunned Britain's disrespectful 
“media, but Mr Ji makes sure he gets himself 





















on television whenever there is criticism of 


China's policy in Tibet. 
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"Thevall love to 





ndon 





the West Germans, for entertainment ask 
s ambassador about Syria’s President 


erican-English at Harvard 
s. Most Chinese ambassa- - 


< glasnost has produced excellent ambassadors in Bonn and Rome. The em- 





The Chinese used not to care what Brit- 
ain thought. In 1980, feeling little attach- 
ment to ancient things, they tore down their 
listed Georgian embassy in Portland’ Place 
without getting permission, so were ordered 
to rebuild the exterior exactly as it had been. 
The embassy's newly polite mood, summed 
up in the ambassador, reflects China's inter- 


est inthe smooth handover of Hongkong. 


The rebuilt embassy hall mixes strip 
lighting, a tapestry of the Great Wall, and a 
marble floor that magnifies the din of large 
receptions. The food is good (look for the 
prawns), but get to the buffer table early— 
the dishes are laid out in advance, and the 
sauces thicken as they cool. The Great Wall 
wine is a drinkable if tame alternative to the 
Maotai fire-water of former times.. 

» For all their great. improvement, the 
Chinese still have quite a way to go. Some 
senior diplomats are reported not to know 
that there is a National Health Service in 
Britain. The refurbished embassy still has no 
central telephone exchange at which to 
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leave messages; you have to dial che 
ment that you want, and if the | 
a rush he may just shout “Weil”, 
means "hello"—though not every j 
caller knows this. 
If this competition were just 
bassadors, our London award n 
another East Asian: Mr Kazuo Chil 
pan. His strength lies in his 
(for a Japanese) cosmopalit: 
not an unalloyed advant: 
ambassador's residence : 
tere purity of Japanese dish 
appease western tastes. Bur, in thà 
dor himself, the mixture of East and Y 
a happy one. Mention the balance of px 
in Asia and in return you are likely tos 
reference to the lessons of the Punic wars. 
For all-round excellence, che A 
are top. They pride themselves on 
local people who matter and 
them to their country's charms earh 
their careers. Both Mrs Margaret T 
and Mr Neil Kinnock went on s 
visits të America long before they lc 
parties. When American dignitaries. 
passing through, the embassy fix 
breakfasts, lunches and teas : 
served) for them to chat to politicians, 
nalists, and other willing ears. 
More American diplomats ask fo 
in London than anywhere else, so. 
dard in the middle tanks is high. T 
people are superb. The am 
Charles Price, is a cheery giant w 
grasp of his job. The number two, ^ 
mond Seitz, is even more inipressive, ] 
udes elegant confidence, and hi yi 
mind. Before coming to Lond 
closely with Mr George | 
courages people t 
his country’s poli 


bis 


na, 





$ IN THE diplomatic stage ir 
ambassadors compete eaget 
top rating. First on the scene, ir 

1985, was Mr Richard Burt, a or 
American with a taste for natry shi 

disco-dancing. Seven months later 
Kvitsinski took over at the Russian« 
many say as Moscow 's answer to th 











































of". Both men have 
| the Bundesdorf (the “federal village") 
than anything their predecessors managed. 
Mr Burt is only 41, and the darling of 
the Bonn ladies. He has the voracious good 
looks of Christopher Lee in the "Dracula" 
films and (like Dracula) comes out much at 
night, lending a rare frisson to usually stuffy 
anquets and balls. Not for him a glass of 
ott and a few bars of Bach: Rick Burt pre- 
Ts a can of beer and "Miami Vice” (he had 
ie videos airmailed to him before the series 
ok hold on West German television). Di- 
ptomacy, for him, means much more than 
scretion. When Germans criticised the 
merican raid on Libya, he ostentatiously 
ned the beret of an anti-terror squad. By 
ing public scorn and private pressure he 
ped force the Germans to open up their 
:avily regulated telecoms market. 

Mr Kvitsinski is ten years older than Mr 
Durt, and is seen less often on the dance 
floor. But he pops up almost everywhere 
se. The startled press, which had never 
en the inside of either the Russian em- 
ssy or residence, has been almost 
owned with invitations to both. 

Messrs Burt and Kvitsinski have much 
common. Both are experts on arms con- 
ol. Mr Burt says Joseph Stalin is the his- 
tical figure he loathes most, a judgment 
Kvitsinski may well share. The big differ- 
' between them is that Mr Kvitsinski 
ks fluent German, and produces teu- 
puns which have Bonn civil servants 
pping their pudgy sides. Mr Burt gives no 
n of having sought such mastery, maybe 
use as a former journalist (New York 
mes) he knew he would not stay in Bonn 
diplomacy for long: he looks set to leave 
th for banking at the end of 1988. His 
has had him noticed, but he has 
inged Germans' attitude to his country 
. profoundly than has Mr Kvitsinski, 
ose marks are therefore a touch higher. 

. Both ambassadors make their embassy. 
or all-round excellence, the British do best. 
ey have simultaneously a bright ambassa- 
; Sir Christopher Mallaby, and a sharp 
nister, Miss Pauline Neville-Jones (three 
the embassy's top people are women, 
ch is about as unusual in the British dip- 
latic service as champagne with the Sau- 
. Sir Christopher is making the Anglo- 
rman Stille Allianz look less tongue-tied. 
is deputy slits apart German critics of Brit- 
ain’s European policy with the contemptu- 
ous ease of Mrs Thatcher mopping up wets. 
Besides all this, the Brits can boast: 

@ The best amateur theatricals in town, 
though a recent play about partner-swap- 
ping raised a lot of Bonn eyebrows. 

The best butler by far, envied by many but 
haps because of his hero-worship of 
rd Carrington) not to be enticed from the 
ibassy residence he serves night and day. 
The best garden party, for the Queen's 
irthday, with (for Bonn) unusually elegant 
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when it rains. 








stayed when he came to plead with Hitler. 
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Britain 4 
Russia 5 4 i 2 
Miraria menmanna ten rn sneer sgiestereanngtirsetereveteeasiy Oe | 
Rome 


Eternal chic 


1o world’s most exquisite embassy is in 
Rome. It belongs to the French. The 
construction of the Palazzo Farnese began in 
1514, first under the direction of Sangallo, 
then of Michelangelo and finally of Della 
Porta; the most famous splendour is the 
Carraci ceiling in the dining room. The 
small garden offices are cold, the plumbing 
is dodgy, and diplomats have to abandon 


-their cars in the nearby Campo di Fiori, a 


notorious den of thieves. It’s all worth it. 
The French have other. merits, so get 
our second prize. Their diplomats are 
learned in Italian literature, and friendly 
with ltaly's Socialist leader, Mr Bettino 
Craxi, who makes and breaks the country’s 
coalitions. Essential for Rome, the French 
political analysts are genuinely interested in 
parliamentary intrigue. Dinner parties draw 
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Quite something, Carraci 








.. Other embassies have 
but not the Frenchmen's chic. West Germ 


ny's mission to the Vatican is organising 
football match between its country's parli 
ment and the Vatican Curia (mainly tł 
Swiss Guards) The Italians themselv: 
organised pre-Olympic games for foreig 
diplomats: Bulgarians did well. Kuwaiti foo 
is excellent and, since absolutely nobody « 
importance attends, guests can concentrat 
on tucking in. The British embassy deserve 
mention for bringing the charm of Milto 
Keynes to the Eternal City. A vaguely eroti 
statue by Henry. Moore stands at the er 
trance; the fountains (municipal park rathe 
than Bernini) tinkle nicely in the summer. 

The Russians come top, mainly becaus 
of their ambassador, Mr. Nikolai Lunkoy 
He gets on well with Mr Edwar 
Shevardnadze, Russia's glasnost-minded for 
eign minister, and with Italy’s large Commi 
nist party, which junked Stalin long ag 
The Italian Communists provide the Rus 
sian embassy address book with lots of use 
ful names; rallies organised by the Commu 
nists’ newspaper, Unita, provide Mi 
Lunkov with a convenient platform for pro 
nouncing on the presence in Italy of NATC 
fighter aircraft and other themes. 

The Russians are adept at playing off of 
ficials from the prime minister's office— 
who smile enthusiastically on Mr Gorb- 
achev’s efforts at reform—against the more 
cautious foreign office. The prime minister’s 
trip to Moscow in September extended this 
split, to the Russians’ advantage; Mr 
Gorbachev’s plans to visit Italy next spring 
are boosting Russia’s influence too. 

Apart from diplomatic oomph, the Rus- 
sians have a nicely situated compound next 
to the handsome Villa Doria Pamphili park. 
Its 60 hectares were once the estate of a Rus- 


- sian noble; now there are tennis courts, flats 






and a special Russian shop. Italian po 
cians usually give national-day parties a 
miss, but the Russians’ annual festivities in 
honour of the October revolution draw ev- 
ery senior Italian politician. The vodka is 
chilled, but, with Mr Gorbachev in power, 
sadly rationed. ET 
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: ME French like to think they gave diplo- 
. mats a language; but these days some 


English-speaking upstarts fail to take their 


capital, let alone their language, altogether 
seriously. The Americans have done away 
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“My Rolex will be my life-long partner.” 


[twas a cold January in New 
ork in 1976 when the bright 
lights of international stardom 
first shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a prophecy. 
“Perfect positioning, impeccable 
balance — her every gesture 
guarantees Yoko Morishitas 


destiny as a classical ballerina: 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishitas superb. technique, 
which is winning her an ever- 


growing following. 

Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
as genius. She sees the attain- 
ment of perfection as a struggle 
of ceaseless effort, unwavering 
intensity. 

wear out a pair of toe shoes 
every day, she says. "Human 
muscles have a short memory, so 
daily practice is important to 
me. If I miss one day's s practice, 
I notice the slack. If I miss two 
days, my partner notices. If I miss 
three days, the audience notices.’ 

Before every performance 

Yoko Morishita asks someone 
in the wings to give her a quick 
critique. In this way her efforts 
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to improve extend into her actu 
al performance. It was dedica 
ton of this order that made hei 
in 1985, the first Japanese to win 
what is considered the highest 
honour a dancer can receive — 
the Laurence Olivier Prize. 

But even this, the most prized 
of her awards, only inspired 
Yoko Morishita to become even 
better. ' ‘| hope that | continue 
to work with excellent dancers; 
she said. "Its a very good way 
for me to improve.’ 

Yoko Morishita has another 
partner, 
programmes 
Datejust. “ 
merely keep time, 
quisitely g eraceful, she W 
told us. Tt will be 
my partner for life” ROLEX 


of C '€neua 


not mentioned : the 
: her Rolex acd |y- 
This watch puo not 


it 1S also ex- 
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Picture it. I heir data system was good. 
But now, with the instant success of their Spectr qi 
camera, good suddenly wasn’t good enough. 

I@#$%&*()! Trouble. 

So Polaroid called in NY NEX—one of the information 
industry’s favorite troubleshooters. 

And NYNEX designed an integrated voice and data 
network that connects all eleven Polaroid locations. 

And makes everything from inventory to finance to 
technological analysis faster. Easier. And more cost-effective. 

here were simply no negatives. 

Ihe NYNEX family of companies would like to 

work with you, too. 


‘oid were ready 
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We offer you everything from computer networks and 

@ software, to nobile phones, to the services of our telephone 
companies. lo learn more about why NYNEX is the answer 
for your business, write NYNEX Corp., 1113-A Westchester 
Avenue, White Plains, New York 10604, USA. 

Or call us at 1 800 535-1535. 

Discovering the answer is NYNEX could be a long- 
term boon to your business. We're hardly a flash in the pan. 





Need to communicate? Need to compute? The answer is 


NYNEZ 


Y Ac ON 7 746 guest rooms and 40 suites, the Shangri-La brings to China's capital our 
2 ES world famous standards of service and accommodation. There are fine Chinese and 
T E NS Continental restaurants in which you and your guests can enjoy gourmet cuisine. Our 
, 24-hour Business Centre is recognised as the finest in 

the city. And our fully-equipped Health Club meets the needs of the most A Shangri-La hotel 





demanding keep-fit enthusiasts. On your next business trip to Beijing, BEIJING Fa) |: 
where else but the Shangri-La. A SHANGRI-LA INTERNATIONAL HOTEL Se 
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YEAR OF INTERNATIONAL TRAVEL 





SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 235 1311 e AUSTRALIA (008) 222 448 
* LONDON (01) 581 4217 * GERMANY (0130) 6649 e TOKYO (03) 667 7744 * USA & CANADA (800) 457 5050 


SHANGRI-LA BANGKOK. SHANGRI-LA BEIJING. SHANGRI-LA KUALA LUMPUR. ISLAND SHANGRI-LA HONG KONG (MID 1990), SHANGRI-LA SINGAPORE. CHINA WORLD HOTEL BEIJING (EARLY 1989). SHANGRI-LA INN PENANG. 
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with truck bóinbers ind TNR by build- 
ing a concrete security maze around their 
embassy; the parties there are only ade- 
quate. Pushy young American diplomats no 
longer want to go to Paris. The ambassador 
- is a Tennessee highway-contractor, Mr Joe 
Rogers, who contributed jd to President 
Reagan's- campaigns. I le si | 
French, Ona app 
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is The Bah 3 are taken most E by 
their former colonies i in Attica, ae by fel- 


a Hi d stone to higher 
bid Hamid Mehri, who had 
il earlier this year, is now secre- 
general of Algeria's ruling party. 
The Italians, Germans and British in- 
eagerly in their Paris embassies, though 
| e days they are outflanked by contacts at 
the European Community in Brussels, so 
“don’t score much for impact. Italy’s ambas- 
sadors are lways good, but their main job is 
jent visits to Paris by Italian 
“Much commercial contact is 
| now direct. Mr Carlo De Benedetti, boss of 
.. Olivetti and other jewels, has his own “am- 
© bassador” in France in Mr Alain Minc, 
Ahead of his investment company, Cérus. 
|... For all their polish, the Italians are mar- 
-ginally outshone by the Germans, who get 
our second prize. The German residence is 
the old Palais Beauharnais, where Bismarck 
.;Was.en poste as a young diplomat (you can 
still see the bathtub he used). De Gaulle re- 
— turned the building to the Germans in 1961. 
» s sumptuously restored: an old silk-fac- 
| Lyons is said to have been saved by 
he embassy' s orders for recreated "period" 
abrics. The food is delicious. Somehow, 
'ugh, the German embassy does not have 
he top social cachet. 






























e British come first. Their ambassa- 
residence is a handsome hotel 
ilier on the Rue du Faubourg Saint- 
onoré. It used to belong to Pauline Bor- 
"€ d died S sister, who scandalised 











“Washington 


The silk tie and 
E me hairy chest 


[^ VEN France, in the person : of one of its 














takes second place among European embas- 
sies in America’s capital. “The British speak 
the same language as the Americans and 
have a special facility for influencing peo- 
ple," says the diplomat. ' "The special tela 
tionship is not just a cliché, it still works." 

To keep things that way, the British de 

ploy 86 of th eir best staff to engage Ameri- 
can officials on issues ranging from the Mid- 
dle East to arms control and NATO affairs, 
via Northern Ireland and the world econ- 
omy. There are plenty of links between the 
Central Intelligence Agency and the British 
secret service. The British embassy's special- 
ists are often quizzed by diplomats from 
other embassies; it is assumed that they are 
better briefed on American policy than 
other non-Americans. | 

.. Gone, however, are the days when the 
ambassador, Sir David Ormsby-Gore (the 
late Lord Harlech), played golf with John 
Kennedy. When President Reagan ordered 
the American invasion of Grenada, the Brit- 
ish embassy was completely in the dark. The 
current ambassador, Sir Antony Acland, 
gives what he calls "closely focused" dinners 
in his Lutyens residence, not wasting tax- 
payers’ money on unusable guests. When 
the eating is done, he usually dings on a glass 
and gets a discussion going. 

Second place is more di ued Brazil's 
tinted-glass embassy is the most elegant. The 
French say they have a new concept in em- 
bassies: a third of the space in theirs is an 
"open window" on France for Americans. It 
consists of a reception area that can handle 
1,000 people, a 300-seat theatre, a restau- 
rant and a Maison Francaise. 

The West German embassy is dull and 
modern and looks as if it is on stilts: the am- 
bassador's residence is so small that a new 
one is being built. But the Germans have 
one considerable advantage. Their politi- 
cians are paid enough to visit Washington in 
far greater numbers than their British and 
French counterparts. Diplomats must usu- 
ally content themselves with seeing an im- 
portant senator's aide; visiting politicians 
are received by the senator himself. 

Still, our second prize in Washington 
goes to the Israelis, who have side-stepped 
the cuts in aid to other countries with near- 
contemptuous ease: Israel continues to re- 
ceive $3 billion a year, mostly as a gift. Israeli 
diplomats do not need visiting politicians to 
win them access to congressmen; local Jew- 
ish-American lobbying groups such as the 
America-lsrael Public: Affairs Committee 
(AIPAC) open all the doo hey want. Some- 
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ANADA’S capital has plenty of 

no traffic jams, and oni 
assassinations (though Turk 
out for Armenians). Despite d 
the capital’s diplomatic circuit hi 
of its style. Canada's protocol o 
for their own protection a list of. 
competent Embassies. The big ones 
yet on it, but they still have their fai 
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gle louder than the guests. The | 
ele s silverware makes it hard 
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still wield more influence than anybody 




























































party is a shadow of the extras 
thrown by Mr Paul Robinson, Presider 
Reagan's first (and very rich) ambassador, In. 
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he 1970s the European Community used to 
row masquerade parties to which Mr 

ierre Trudeau brought beautiful partners. 

he 1980s are best summed up by the Yugo- 
lav embassy, with a single socialist picnic ta- 

le in a large flowerless garden. 

.. The palm therefore goes to the Italians. 

hey were smart enough to buy in 1956 a 

rgian-style mansion of dressed stone 
-some rapids on the Quebec shore. 

m the Loyalist fanlight-doorway on, the 
use is an elegant cage of crystal, and the 
acres of sloping garden are landscaped to 
‘eens of tamarack and sugar maples. 

= More than Im people in Canada are of 
talian descent. The ambassador, Mr 
lerio Brigante Colonna, goes far and wide 
o meet them. His other source of friends is 
is wife, Anna, who is also a career diplo- 
at; but under Italian government rules 
Anna cannot work in her husband's em- 
sassy. She has compiled a long list of useful 
eople, as well as becoming the tennis cham- 
on among diplomatic wives. The house's 
ower car park is now a tennis court. 

The reception area in the chancellery 
ports a fine bust of Julius Caesar, a neat 
ymbol of the way the modern Italians have 
ome and seen and (diplomatically) con- 
iuered Canada. The proudest conquest is 
ommercial. Italy's trade balance with Can- 
da has improved remarkably (helped, ad- 
nittedly, by the exchange rate). 

— Tanzania comes second. Its High Com- 
missioner, Mr Ferdinand Ruhinda, ran a 
“newspaper back home and still works slickly 
"with the press. His good sense is matched by 
‘that of his staff; ever since Mr Trudeau hit it 
off with Mr Julius. Nyerere, Tanzania has 
sent some of its brightest diplomats to Can- 
ada. Entertainment is not lavish; but it does 
include some lively student dance. 
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Tokyo 2 3 
Cups for the 
Americans 


TAPAN is only belatedly becoming a se- 
nior posting for most countries; so the 
quality of foreign diplomats is still catch- 

ing up with Japan's importance in the world. 

The British and the French are better 

known for the quality of their compounds 

and cellars than for that of their diplo- 
macy—though even the French kitchens are 
not reckoned to be up to scratch. Mrs 

Thatcher strikes more dread into Japanese 

politicians than her representatives in To- 

kyo, although they are quietly effective in 
winning access to Japanese financial markets 
for British firms. 

Few can afford stylish diplomacy in To- 

kyo. The Australian embassy used to boast a 

fine garden, but a chunk has been sold off to 


help cut Australia’s budget deficit. Despite a 


hefty deficit of their own, the Americans’ 
embassy is a striking piece of 1970s architec- 
ture, the work of Mr César Pelli. It consists 
of an oblong of alternating panels of beige 
concrete and mirror glass which, if seen 
from the right angle, resembles a huge cara- 
mel flag. The diplomats live in a nearby resi- 
dential compound; the tower blocks have 
stucco panels and thick neoprene joints to 
suggest halftimbered homes. It's just not 
convincing 12 storeys up. 

But the diplomacy generated from these 
two buildings is impressive. When Ameri- 
can politicians and business leaders come to 
rant and rave at Japan, as they have done 
with increasing vigour in the past few years, 
the embassy turns that anger into lower tar- 
iffs, more open markets or higher defence 
spending. The Americans are also adept at 


briefing local American journalists, so that 


their views are represented in the press back 
home——which is read by the Japanese em- 
bassyin Washington. > 


cadre of specialists. T ns 
money, and a readiness to keep expert 


is not something that can be picked up in : 
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staff. He has kept the old politico's touch. 


Mr Mansfield greets the early-morning visi- 
tor by making him a cup of instant coffee, 
seating him by a table adorned with a copy 
of an obscure hometown newspaper, and 


-doling out just as much or little information 


as the visitor deserves. Mr Mansfield an- 
nounced his retirement in November. The 


news was covered in the Tokyo press more 


prominently than the death the same day of 
a former prime minister, Takeo Miki. 

Our second prize goes to Mexico. The 
personality and intellect of the Mexican am- 
bassador, Mr Sergio Gonzalez Galvez, have 
helped to keep money flowing into Mexican 
coffers from Japanese banks. The Mexicans’ 
success in Tokyo—like Australia's in 
Beijing—owes something to its early re 
nition of its host. The Treaty of Friends! 


This being the centenary of that occa- 
sion, Mr Gonzalez has been busy overseeing 
exchanges of high-ranking officials, and us- 


ing them to promote his country's exports. 


The ambassador aims to double Mexico's 
non-oil exports to Japan in three years; cul- 
tural exchanges are also planned, such as ka- 
buki and noh performances in Mexico and 
presentations of Mexican art in Japan. 
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Moscow 


Scholar v vacuur. . 
cleaner 


USSIA is still different. Political report 
A ing, for diplomats as for journalists 
still essentially means scouring the loca 
press for a nuance. here, a snippet there, : 
strange omission here, an absent signaturt 
there. The real information is tightly con 
cealed within the Kremlin and known onb 
to some 300 Central Committee members 
none of whom has anything like close rela 
tions with a foreigner. The KGB oversee: 
most contacts between diplomats and Rus 
sians. Leaks are usually intended. 
Effective Kremlin-reading takes a gooc 
yat means two things 





watching the same esoteric topic for years 
Unlike the science of watching many othe 
large but more open societies, Kremlinolog 
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ear. Diplomats need at least tv 
ensive training in Russian before coming 
‘on stream" in Moscow. 

_ The Americans have the resources to do 
that. Apart from their band of well-in- 
‘formed politicos, they have a whole team 
watching macroeconomic developments, a 
trio watching agriculture, at least two people 
whose sole job is to monitor and cultivate 
links with dissidents, and a large consular 
section that keeps close tabs on the thou- 
nds of Jewish refuseniks, Armenians, eth- 
ic Germans and others trying to emigrate. 
t has space-watchers, Afghan-watchers, So- 
‘viet Central Asia watchers, Sino-Soviet 
watchers, Middle East watchers, ballet-and- 
;poetry-watchers. Behind all that stands a 
nassive array of computer-equipped filing, 
echnical and academic experts, all pumping 
n or sucking out the information. 

. . Noother country has a comparable vac- 
uum cleaner in Moscow. The Japanese come 
close to it, but even biggish embassies like 
tain's have trouble keeping up—espe- 
ially as the Soviet Union can now be moni- 
ored in all its vastness, from Armenia to the 
altic and across to Vladivostok. Penny- 
inching embassies keep their people stuck 
ir seats in Moscow. Good diplomacy 
lots of travel. 

-As the Soviet Union half-opens up, spe- 
lists become more important. Speaking 
ussian has become essential, because of the 
icreasing volume and variety of printed 
aterial, and also because of the relatively 
asier accessibility of less-than-top-rank 
ussians. 

. Here Sweden does well. Its military atta- 
hés are all highly trained, often from the 
rt of their careers, in Russian language 
Strategy, and know about snow on their 
ats. The Stockholm people believe in spe- 
economists, sensitive culturalists, and 
1 political analysts. Despite their 
ism, they have a healthy scepticism 
“Russian aims, fostered by Soviet subma- 
nes in the westerri Baltic and bugs in their 
scow embassy. They also have useful 








years’ in- 


. contacts with some good Scandinavian jour- 


nalists and tough, entrepreneurial 


: businessmen, 


The contest between specialist Swedes 
and numerous Americans is decided in the 
realm of entertainment. In Moscow this, 
too, is different. The Soviet Union is still 
monolithic enough to freeze out, socially, an 
embassy whose country is out of favour. Af- 
ter all, a Soviet citizen cannot even get 
through those embassy gates if the authori- 
ties do not want him to: the guards simply 
turn him away. 

Yet contacts can be made, especially by 
embassies with handsome architecture, din- 
ner table or ambassador. The French are 
probably still best at that, though the Ital- 
ians and Dutch deserve honourable men- 
tions. Too many Americans suffer from a 
sort of siege mentality, preferring their own 
embassy's well-appointed canteen to the 
strain of trying to "make Russian friends”. 
Still, America being what it is, the leading 
lights of glasnost like to know its represen- 
tatives. This keeps the residence alive—and 
earns the Americans our prize. 








UA 
America 3 
Sweden 2 
Beijing 


Diplomacy on 
rations 


T S hard to sparkle in China. The embas- 
sies' monotonous food reflects the fare in 
Beijing's shops. Nobody but the Iranians 
score much for architecture. The biggest em- 
bassy—reputedly the biggest in the world — 
is the gloomy Russian compound. Still, a de- 
cade of reform has wrought some change. 


The local Holiday Inn has opened a sports 
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centre; th ple's Liberation Army 
offers a gun range where you can play with. 
Kalashnikovs and fire antitank missiles. 
The once-tiny group of foreigners has ex- 
panded to 10,000; as a result, the revolving 


thank-God-it's-Friday sessions have become 





more exclusive, — <0 

Glasnost makes the Russian diplomats 
in Beijing more sociable these days, but they 
are still known as Cinderellas: they must be 
back in their huge complex before the gates 
shut at midnight. Japan has the most com- 
mercial clout, though the embassy’s stand- 
ing has suffered since the fall of China's for- 
mer party leader, Mr Hu Yaobang, who 
once dined three times in a single month 
with the Japanese ambassador. The British 
manage to convince the folks back home 
that China is still a hardship posting, so get 
the cash they need to run a new squash 
court, two tennis courts, a small swimrei*«- 
pool, plus "The Bell" pub for nostalgi —— 






The British once imported George ' 


Melly for their autumn ball—which went 
down badly with the Albanians nearby. The 


 embassy's style, however, is far more seri- - 


ously cramped by its tertor of offending the 
Chinese. The satire. at the annual panto- - 
mime has been toned down, and even the | 
safety of British subjects is not given top pri- - 
ority. When Chinese policemen roughed up . 
two journalists in the province of Xinjiang, 
the embassy timidly ventured that there - 
were "faults on both sides". P 

The Americans are excellent with the - 
press, especially in the food they offer. The - 
ambassador, Mr Winston Lord, manages to. 
be suave and dynamic at the same time; in ` 
1972 he accompanied Mr Henry Kissinger 
on his first and secret visit to Beijing. He 
plays tennis with Mr Li Peng, China's prime 
minister; his wife, Betty Bao, is an attractive 
Chinese-American novelist who draws 
ous Chinese intellectuals to her salon. 1 
cultural interests extend to flying in pop-art 
exhibitions and plays featuring the likes of 
Charlton Heston. | 

The Australians lack resources for such 
flashy stuff, but score well for solid lobbying. 
The commercial section has helped to make 
China Australia's third-largest trading part- 
ner. The Australians profit from the fact 
that they were among the first to recognise 
China 15 years ago. Unlike Japan, Russia or 
most of the big western nations, Australia 
has no colonial history or border dispute to 
mar its liking for China. The locals listen _ 
with enthusiasm to Radio Australia; and. 
8,000 Chinese students are currently in 
Australia—more than in any other country 
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FROM OUR CHINA AND INDIA CORRESPONDENTS 


For the first time in 34 years an Indian 
This is as much the by-produdi of Mr Gor 
hina and India to mend relations. But Mr Gorbachev 


deliberate move by 


rime minister has visited China. 
achev’s Asian diplomacy as it is a 


is having trouble fazing Japan, his next Asian target. Two reports follow 


x4 d n countries represent two of the 
world's most distinguished civilisa- 
ons . . . Between us, we represent a third of 


. ..umanity, and there is much we can do to- 


"Pradesh. The wobbly border line 


gether." Mr Rajiv Gandhi, who was speak- 
ing on December 19th in Beijing's Great 
Hall of the People, was right: an understand- 
ing between India and China would re- 
shape politics throughout Asia, and indeed 
well beyond it. How soon that might hap- 
pen—if ever—is another matter. Neigh- 
bouring countries with the size and ambi- 
tions of these two are unlikely to do more 
than set the rules by which their compe- 
tition can be conducted. 

Consider the basics. India has 800m 
people and China nearly 1.1 billion. In 1962 
the Indians were humiliated by the Chinese 
in a brief Himalayan war that killed 40,000 
Indian soldiers. Eight rounds of talks since 
1981 have failed to solve India's claim to 
14,500 square miles of mountainous 
land held by China in the Aksai Chin 
region of Ladakh, and China's claim 
*o 34,000 square miles of land held by 


ndia as part of its state of Arunachal 


drawn at the beginning of the century 
by Britain's Sir Henry McMahon has 
proved a hindrance, not a help, to 
peace. Meanwhile, India has given 
sanctuary to Tibetan refugees ever 
since Tibet's failed uprising against 
China in 1959: today it is home to the 
Dalai Lama, Tibet's spiritual leader, 
and to 90,000 of his countrymen. 

It is little wonder that Chinese- 
Indian relations have been correct 
rather than cordial. Mr Gandhi's 
five-day visit to China was the first by 
an Indian prime minister since his 
grandfather, Jawaharlal Nehru, went 
to see Chairman Mao in 1954. The 
last time a Chinese leader went to In- 
dia was in 1960, when the prime min- 
ister, Zhou Enlai, came tocall. 

Why did it happen now? There 
seemed little doubt in Beijing that Mr 
Gandhi represented the more ardent 
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of the pair. As President Nixon could tell 
you, there is nothing like a visit to China in 
an election year to make a politician look 
statesmanlike; and Mr Gandhi faces a tough 
challenge in the Indian general election due 
in 1989. He is also more anxious than China 
for a settlement of the border dispute that 
cost India dearly in 1962, and which has 
threatened since 1986 to erupt once more 
into a shooting war. 

China had hinted in 1983 that it would 
be willing to trade its claims to Arunachal 
Pradesh for India’s claims to the land in 
Aksai Chin that China took in the 1962 
war. Until late 1987, India steadfastly re- 
fused—on the ground that China’s claim to 
land taken in war should not be legitimised. 

India changed its tune after China took 
Over a place on the eastern front called 
Sumdorong Chu in July 1986 and built a 
military outpost and a helicopter pad there. 


dapi. 





A nice Indian smile, please 














[I] Areas disputed between China and India 
CHINA 


A year later Indian troops fired over the 
heads of Chinese soldiers making their way 
up a valley to take a ridge that the Indians 
had got to first. Both governments decided 
that things had gone too far, and they began 
talking. India took the greater fright. 

Mr Gandhi made it clear on his first day 
in Beijing that India is now prepared to swap 
Aksai Chin for Chinese recognition of the 
McMahon line. But in the weeks before his 
visit, India had already received indications 
that the Chinese were no longer willing to 
settle for that. Instead, they had begun to 
ask for "mutual accommodation —what- 
ever that means—in the eastern sector too, 

a demand that the Chinese prime 
minister, Mr Li Peng, repeated in his 
reply to Mr Gandhi's banquet speech 
on December 19th. 

China's stiffness shows plainly 
that if it does prove willing to make a 
deal over the border, it will want 
something in exchange. The most ob- 
vious counter would be Indian help 
over Tibet. China considers the cause 
of Tibetan secession, so popular 
among foreigners, to be treason. To 
its credit in China's eyes, India has 
been stout in recognising that Tibet is 
an inseparable part of China—so 
much so that Mr Li took the opportu- 
nity to tell Mr Gandhi how much he 
admired India's "principled stand" 
on the subject. But India also shelters 
the Dalai Lama and does not restrict 
his speech or travels. The Chinese 
would no doubt like Mr Gandhi to 
quieten dissident Tibetan voices in 

India, and urge the Dalai Lama to 
come to the negotiating table on Chi- 
na's terms. 

Mr Gandhi is unlikely to give in 
on that: it would let China poke its 
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cific results of this trans-Himalayan summit 
will probably be meagre. Its importance lies 


in something else. It is one of the first clear 


signs of a realisation on the part of Asia's 


two biggest powers that so long as Mr 


Tu 


Gorbachev rules Russia, Asia cannot re- 


i ; = main pickled in diplomatic formaldehyde. 


There has been a comforting inevitabil- 
ity about the arrangement of China’s and 
India’s friends and enemies. China was a ri- 


— val of Russia, which backed India. India’s 


. main enemy was Pakistan, whose staunchest 


local friend was China. China and Pakistan 
opposed Russia and its Afghan puppet, 


- which India has been eager to help prop up. 


— In South-East Asia, China was at daggers’ 
. drawn with Vietnam, whose Russian-fi- 


nanced occupation of Kampuchea finds its 
greatest third-world friend in India. Amer- 
ica stood on China's side of all these argu- 


. ments, Russia on India's. 


Mr Gorbachev's initiatives have not yet 
broken this lock-step but they have upset its 


rhythm. With a Chinese-Russian summit no 


more than six months away, Afghanistan 
dwindling into a local if fierce quarrel and 
Vietnam beginning to be extricated from 
Kampuchea, the old loyalties have less force. 
Add to this the fact that Pakistan is now 


. ruled not by ramrod Zia ul Haq but by Miss 
- Benazir Bhutto, who will probably be paying 


a visit to Beijing herself in 1989 and who will 
soon meet Mr Gandhi at a regional summit 
in Islamabad, and you have food for serious 
thought by both powers about what they are 
trying to do. 

China for its part can be expected to ex- 
ert itself in South-East Asia to break Viet- 
nam's grip; its strenuous attacks on Viet- 
namese positions in the Spratly islands in 
1988 were proof enough of that. This may 
not bother India unduly, or bring the two 
giants into an open clash unless Burma be- 
comes a point of contention between them. 

India, however, worries the Chinese, 
and this may be another reason for their 
coolness towards a simple border settle- 
ment. To most Indians, the notion that 
their country could harbour ambitions they 
associate with wicked imperialists comes as a 
surprise. But China has taken note of In- 
dia's growing nuclear capability, the swift in- 
crease this decade in its military spending, 
and its interventions in Sri Lanka and the 
Maldives, where its armed forces showed an 
impressive ability to mount a rapid-deploy- 
ment operation. China is fully aware of In- 
dia's decade-old insistence that its neigh- 
bours must settle their differences with 
India one-to-one, without involving other 
regional powers or the superpowers. 

So Mr Gandhi did more than have his 
picture taken in front of the Great Wall. In- 
dia and China began testing the room for 
manoeuvre that Mr Gorbachev’s "new 
thinking” is bringing to their parts of Asia. 
DO UM AOT Wo Eh wm ee USE. 


They ran aground 
on the usual isles 


FROM OUR TOKYO CORRESPONDENT 


HE railings outside the Soviet embassy 

in Tokyo were given a fresh lick of paint 
for the arrival of the Soviet foreign minister, 
Mr Edward Shevardnadze, on December 
18th. They gleamed white, but underneath 
they were the same old metal bars. So it was 
with relations between the two countries 
three days later when Mr Shevardnadze left 
for the next stop on his Asian tour, the 
Philippines. 

Japan had had high hopes that the two 
countries would move towards resolving 
their dispute over the little bunch of Kurile 





Jolly boatmen Shevardnadze and Uno 


islands which Russia seized from Japan at 
the end of the second world war. They also 
hoped that Mr Mikhail Gorbachev would 
make good his hint that he wanted to visit 
Tokyo, that at long last a peace treaty might 
write finis to the 1945 war and that, maybe, 
Japan and Russia would co-operate to ex- 
ploit Siberia’s economic resources. Such 
hopes had also shone brightly in 1986, when 
Mr Shevardnadze was previously in Tokyo. 
They soon faded. So have this week's. 

The main obstacle remains those four is- 
lands. Japan declines to sign a peace treaty 
or an economic co-operation agreement un- 
til it gets them back. The Soviet Union in- 
sists that they will stay Russian. It does not 
want to set a precedent for yielding territory 
that might encourage Chinese, Poles, Irani- 
ans—and Estonians and Armenians. And 
the two southernmost islands, which are 
more than specks on the map, control one 
of only two straits through which the Soviet 
Pacific fleet can sail from its base in Vladi- 
vostok into the open Pacific. 

After talking—and at one point shout- 
ing—at length about the islands, Mr She- 


vardnadze and the Japanese foreign minis- 
ter, Mr Sosuke Uno, agreed that con- 
versations should continue at vice- 
ministerial level. The same thing.happened 
in 1986. Some argue that the Russians have 
made a big concession by acknowledging 
there is an issue to be discussed; until this 
week they had maintained there was not. 
But it looks more gesture than substance. In 
another friendly gesture the Russians say 
they will try to persuade North Korea to re- 
lease two Japanese sailors it seized as spies in 
1983 when a North Korean defected to 
Japan. 

Japan thinks that it will increasingly be 
the centre of Mr Gorbachev's Asian atten- 
tions as Russia and China patch up their dif- 
ferences. But the Japanese will not be rushed 
into a compromise—for instance, by sepa- 
rating the discussions about the islands and 
a peace treaty from those on economic rela- 
tions. They suspect they can win Americ 


approval by providing a contrast to Weste. ... 


Europe's enthusiasm for Mr Gorbachev's 
embraces. 
Nor is Japan in a rush to do business 


with Russia. With oil cheap and Japan's 


heavy industries in decline, Siberian oil, gas 
and raw materials are less attractive than 
they were in the 1970s. As a place for Japa- 
nese investment, Russia is now of only mod- 
erate interest. The Japanese have learnt in 
China how hard a slog it is to do business 
with a communist country in the midst of a 
confused attempt at economic reform. 

For all the talk of joint ventures between 
Japan and Russia, only six actually exist, 
among them timber processing and fish; two 
more are pending. Mr Shevardnadze asked 
for a government-to-government agreement 
to make Russia more attractive to Japanese 
investment, but Japan is not to be lured. 

The growth of trade depends on Rus- 
sia's ability to pay in hard currency. In the 
early 1970s Japan was Russia's leading no 
communist trading partner (it now ranks be- 
hind West Germany and Finland). Still, 
two-way trade is expected to reach a record 
$6 billion-worth in the year to next March, 
with steel, lorries and chemicals making up 
the bulk of the business. 

Japan's exports to Russia have recov- 
ered from the tumble they took in 1987, af- 
ter Toshiba Machine sold Russia machinery 
that contravened Cocom restrictions on 
sales to communist countries. To remind 
the Americans that Japan had learnt its les- 
son, a small Osaka company was raided by 


the police just before Mr Shevardnadze's , 


visit on suspicion of a Cocom violation. 
Russia would like to buy big lorries from Ja- 
pan, but Nissan Diesel is still embarrassed 
that some lorries it sold to North Korea were 
converted into mobile missile-launchers. 
Surely Russia would not do that sort of 
thing? Few big Japanese firms are ready to 
take the risk. 
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Sri Lanka 


Democraoy's day of courage 


FROM OUR SRI LANKA CORRESPONDENT 


HERE cannot have been an election 

like it, certainly never in Sri Lanka. Peo- 
ple risked their lives to vote, and 18 were 
shot dead, either queueing at the polls or re- 
turning from them. Gunmen attacked 20 
polling stations. Fifty stayed closed because 
the staff were afraid to turn up. Yet there 
was a turnout of 5596, well down from the 
80% or so of previous elections, but a brave 
effort by a democratic-minded people deter- 
mined not to surrender to gun law. 

Mr Ranasinghe Premadasa, the success- 
ful candidate, and thus Sri Lanka's next 
president, said as he cast his own vote on 
December 19th that this was a contest be- 
ow: the ballot and the bullet. “I am sure 

that the ballot will win." He was right. Mr 
Premadasa won a more personal battle. Al- 
though most commentators had predicted a 
close contest, the best guess was that 72- 
year-old Mrs Sirimavo Bandaranaike, of the 
opposition Sri Lanka Freedom party, had 
the edge. The argument was that Sri Lan- 
kans wanted a change, if only to see whether 
an entirely new administration could end 
the country’s communal troubles. 

For ten years Mr Premadasa has been 
prime minister, under the outgoing presi- 
dent, Mr Junius Jayewardene. If that was a 
liability, a worse one appeared to be that he 
belonged to a low caste, that of the laundry- 
men. He grew up in a rundown area of Co- 
lombo, without the benefit of an expensive 
education provided by wealthy parents. Sri 





That’s democracy, do or die 
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Lanka's previous leaders, including Mrs 
Bandaranaike, a former prime minister, 
have been of high caste. 

Nevertheless, the 66-year-old Mr Pre- 
madasa tipped the balance, winning 50.4% 
of the votes. Mrs Bandaranaike got 44.9%. 
The candidate of the left-wing People’s 
party, Mr Ossie Abeygoonasekera, who sur- 
vived two assassination attempts during the 
campaign, picked up the rest. 

Mr Premadasa’s intense campaigning 
and the United National party’s superior 
organisation won him support across the 
country. He even did well in the southern 
rural districts where the gunmen of the 
People's Liberation Front, or Jv» (for Janata 
Vimukthi Peramuna), are most active and 
did their deadly best to stop the voting. 

All that was left for Mrs Bandaranaike 
was the anti-government vote that had built 
up over five years of unparallelled unrest in 
Sri Lanka, plus the support of white-collar 
suburbanites prepared to forgive her for the 
shortages that marred her government of 
1970-77. It did not do. Mrs Bandaranaike 
suffered the ignominy of losing her 
hometown of Balangoda. She did not turn 
up for the formal results and left for the 
country in a sulk, saying the election was 
unfair. 

One of the new president’s first prob- 
lems, when he takes over on January 2nd, 
will be to decide what to do about the jvr, 
the anti-government Sinhalese terror group 
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which is believed to have killed more than 
600 people over the past year. In his victory 
speech, Mr Premadasa appealed to it to talk 
to him in a friendly fashion. He is perhaps 
the only major politician to have escaped 
criticism from the Jvp. The Front appears to 
have made a distinction between the execu- 
tive president, Mr Jayewardene, whom it has 
tried to kill, and Mr Premadasa, whom it has 
praised as a “patriotic leader”. 

The Front and the president-elect have 
a common cause in their anti-Indianism. Mr 
Premadasa was against last year’s India-Sri 
Lanka agreement which brought 50,000 In- 
dian troops to the north and east to disarm 
Tamil guerrillas seeking a separate state. 
The Jvp calls them the invading forces of the 
Indian imperialists. Mr Premadasa promised 
to make the Indians go. This should please 
the Front, as should the dissolution of par- 
liament announced on December 20th. The 
country’s first parliamentary election in 12 
years will be held on February 15th. 

What will become of the accord with In- 
dia? Mr Jayewardene says it is a fixture. The 
limited self-rule it promised to Tamils in the 
form of a provincial council for the north 
and east is now functioning. Only the Ti- 
gers, of all the separatist fighters, remain on 
the loose, but they now seem weak as kittens 
because of the presence of the Indians. 
Those close to Mr Premadasa say he may re- 
place the accord with a “friendship treaty”, 
whatever that means. He may then ask the 
Indians to start pulling out. This, he hopes, 
will keep the JvP quiet. Perhaps. But the real 
aim of its Marxist leaders may be to to force 
a revolution in which it can come to power. 

Mr Premadasa’s promises of peace, an 
end to poverty, and the removal of the In- 
dian forces without resurrecting the Tigers, 
will be hard to keep. Mr Jayewardene, still 
the “old fox" at 82, will be watching atten- 
tively as he shuffles slyly to the sidelines. 








Pakistan 


Claws out 


O SOME it was comical, to some alarm- 

ing, to some just depressingly typical. 
Miss Benazir Bhutto's first real test, only two 
weeks after she became prime minister, 
showed how weak she is and how deter- 
mined her enemies are. This squabble be- 
tween the opposition and her govern- 
ment—Pakistan’s first democratically 
elected one in 11 years—is just the sort of 
thing that used to bring the soldiers in. 

The events began in Baluchistan on De- 
cember 15th, when the province’s chief 
minister got its governor to dissolve the lo- 
cal assembly. Baluchistan, an arid waste 
which covers two-fifths of the map of Paki- 
stan but has only 5% of its people, lies be- 
tween Afghanistan and the mouth of the 
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cause its tribesmen threaten, unless bribed, 
to turn to the Russians. For Miss Bhutto, 
dangerous political ghosts stalk Baluchistan. 


= When her father was Pakistan's prime min- 


~ ister in the 1970s he sacked its assembly, 
- . provoking an insurgency which hurried 


along the army coup that felled him. 


EC The province's chief minister sacked the 


assembly last week in the hope that a fresh 


— election would improve on his governing co- 


. alition's majority of one. The chief minister 

. is not a member of Miss Bhutto's Pakistan 
People's party, but her party was in the co- 
alition; so she got the blame for the busi- 


= mess To a chorus of incredulous disap- 


proval, she said she knew nothing about it. 
© — It was, she claimed, a conspiracy—though 


— she would not specify whose. Her interior 


minister's dithering performance in the Na- 
_ tional Assembly's debate lent credibility to 
- her plea of ignorance; but it did little for Pa- 
kistan's confidence in its new rulers. 

E If it was a plot to take her down a peg, it 
— — — worked. The provincial opposition leader, 


— — Mr Akbar Bugti, a wily tribal chief, called a 


provincial general strike: the Baluchis, he 
said, were being denied their rights by an 
oppressive central government. In the Na- 
— . tional Assembly the opposition parties re- 
— —  joiced at such an early opportunity to em- 


—  barrass the new prime minister; they walked 
B out and stayed out. This is the budget ses- 
— sion, but small matters like that take second 


place when there is a good row to be stirred. 


BÉ. The row has alerted the ruling party to 


—— the danger of high-handed dealings in the 


—— provinces. It was reckoned that Miss Bhutto 
—— would try to overthrow the opposition-run 

— government in Punjab, but that is now un- 
D. likely. Punjab is deeply opposed to the fed- 
= eral government. Too much pressure on 
— Punjab’s government from Miss Bhutto, 
and the place could blow up. 


1 
ES The only aspect of the affair that has 
- —- surprised and pleased most Pakistanis is that 


it has all been on television. The usual 
— . dreary pictures of ministers laying founda- 


— tion stones on the nightly news have been 
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replaced by shots of opposition politicians, 
claws out, baying for blood. 





= East Timor 

_ Almost nothing 
. to hide 

B. D. ose Exe Tee ta color cod 


Indonesia snapped it up 13 years ago. But it 
has yet to be settled whether a Portuguese 
— A parliamentary delegation will be shown the 
whole of East Timor, or only the parts where 
resistance to Indonesia’s occupation has 
been suppressed. 
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Gulf. It gets huge sums of foreign aid be- 
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Indonesia and Portugal are eager to end 
the mystery of the place, which has kept it 
sporadically in the headlines to the embar- 
rassment of both countries. Indonesia has 
most to live down. Asia Watch, a private hu- 
man-rights group, says that in the first two 
months of the 1975 invasion almost 60,000 
people died. Anyone who might have given 
food or shelter to the resistance group 
Fretilin was put in a camp. Some starved to 
death. Amnesty International reckons that 
perhaps 200,000 people out of a population 
of 650,000 died as a result of the invasion: if 
sO, it was proportionately as high a death 
toll as Kampuchea suffered under Pol Pot. 

Portugal has something to answer for 
too. This once great but by then enfeebled 
colonial power held on to East Timor when 
the Dutch surrendered the rest of the island 
to the new state of Indonesia in 1949. But it 
was unable to stop the rise of the left-wing 
Fretilin movement, whose bid for power in 
1975 gave the Indonesians the excuse for 
their invasion. Portugal never recognised In- 
donesia’s annexation, but has done nothing 
about it but grumble to the United Nations. 

The Indonesians have reduced Fretilin 
to a few hundred guerrillas. Asia Watch says 
that Indonesia is running the place less re- 
pressively than it used to. Prodded by the UN 
(which still affects to regard East Timor as 
Portuguese), the Indonesians apparently be- 
lieve it is now ready, at least in part, for pub- 
lic view. Not only are the Portuguese par- 
liamentarians to be allowed in, but it has just 
been announced that from January 1st Indo- 
nesians will be able to move freely between 
Indonesia proper and East Timor. The hilly 
eastern areas where guerrillas still operate 
are, however, likely to remain closed. 

The Portuguese will probably press In- 
donesia for a further loosening of its grip. 
One improvement might be freedom of wor- 
ship: Portugal introduced Roman Catholi- 
cism to East Timor. The two countries may 
eventually cobble together an agreement un- 
der which Portugual would recognise Indo- 
nesia's sovereignty over East Timor and the 
place would return to being just another rel- 
atively unworrisome speck on the map. 
—————— —Éáo iege oS 








Kampuchea 
As Nguyen goes 
marching home 


FROM OUR SPECIAL CORRESPONDENT IN PHNOM PENH 


N DECEMBER 25 1978 Vietnam's 

army leapt across the border into its 
neighbour Kampuchea. Within two weeks 
the Vietnamese had captured the capital, 
Phnom Penh, and had overthrown the 
Khmer Rouge government of Pol Pot. 

This week the Kampuchean govern- 
ment put in power by Vietnam's army was 
preparing a huge celebration to mark the 
tenth anniversary. of samaki, "solidarity", 
with the invaders. The invaders themselves 
were showily marching 18,000 of their 
troops out of Kampuchea, the last contin- 
gent of a withdrawal which they claim 1 
totalled 50,000 men during 1988. T... 
leaves at least 50,000-70,000 Vietnamese 
troops still in Kampuchea; all of them, says 
Vietnam, will go by early 1990. 

They are unlikely to leave behind a gov- 
ernment of their choice in secure command 
of the country. The Khmer Rouge guerrillas 
seem to be operating in Kampuchea as effec- 
tively as the guerrillas of the Vietcong did in 
South Vietnam in the mid-1960s. Main 
roads linking Phnom Penh with provincial 
capitals are unsafe. The train from Phnom 
Penh to the rich north-western provincial 
capital of Battambang is a frequent target for 
attacks by guns and mines. No foreigner is 
allowed to ride on this train. Two or three 
carriages are usually placed in front of the 
locomotive to protect it from explosions: 
passengers in these carriages travel free. 
Nearby Angkor Wat, the temple-palace, is 
seldom open. Night-time attacks by the 
Khmers Rouges are the reason. - 

The Kampuchean government says tl 
Khmers Rouges can operate only from their 
bases in Thailand. In fact, they seem to have 
moved back into Kampuchea in force since 
the Vietnamese pulled back 20 miles from 
the border last summer. United Nations of- 
ficials say that at least two of the camps have 
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It’s a panda’s life 


FROM OUR BEIJING CORRESPONDENT 


NHINA is no place to be an animal: 


most are treated carelessly if not cru- 
elly. Now gourmets and fortune-hunters 
are devouring China's endangered spe- 
cies. The World Wildlife Fund claims that 
many Chinese animals will vanish within 
40 years. Among them: the Asian ele- 
phant, the South China tiger, the Sibe- 
rian tiger, the Yangtze alligator, the Yang- 
tze river dolphin, the golden-haired mon- 
key, the argali, the Bactrian camel, the 
crested ibis and the black-necked crane. 
In November China's parliament 
passed the country's first wildlife protec- 
tion law. It is unlikely to do much good in 
a country where threatened species are 
banquet fare. In Harbin, a city in north- 
ern China, a survey showed that in the 
course of a year diners in the city's 81 res- 
taurants munched their way through two 
tons of bear paws and nearly a ton of 
moose snouts. One restaurant in the spe- 
cial economic zone of Shenzhen, next 
door to Hongkong, had on offer tigers, 
pangolins, giant salamanders, owl meat 
and 28 skinned heads of rhesus monkeys. 
Poachers are even more of a menace. 
The forestry ministry says that 10m wild 
animal skins were produced in China last 
year. An embarrassing number came from 
China's best-known endangered species: 
the panda. The authorities say that they 
know of 40 pandas killed by poachers in 
1988. In all, more than 130 panda poach- 
ers have been convicted, and sentenced to 
a year or two in prison. The government 
says it will now impose the death penalty, 
but the trade will still be tempting. Poach- 


|. ers can get 6,500 yuan ($1,750) for each 


panda skin. That is a lot of money in 
China, but pales in comparison with the 


been near-emptied, at gunpoint, and the ref- 
ugees pressed into service as bearers. 
The Khmers Rouges, whose forces are 


generally reckoned to number 30,000- 
40,000, seem able to strike all over the coun- 


try. [hey move in hard-to-detect commando 
teams of four or five. With 20 years of guer- 
rilla experience, they are adept at hiding out 
in Kampuchea's mountains and jungles. 


Their radio claimed in November that in six 


months the guerrillas had “put out of ac- 
tion" 14,000 Vietnamese soldiers, 31 
armoured vehicles, 205 trucks, 5 locomo- 
tives, 18 railway trucks, 22 boats and 38 
pieces of heavy artillery. 

An exaggeration, no doubt. But the 


deputy governor of Kompong Cham prov- 


ince, through whose capital city some with- 


drawing Vietnamese passed this week on 
their way home, said that in his province— 
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$100,000-plus that Hongkong dealers get. 

China has undertaken a survey to find 
out how many pandas are left. The result 
is not expected until March, but it is likely 
to show that 1,000 pandas are still alive. 
The survivors live in 12 mountainous re- 
serves scattered across Sichuan, Gansu 
and Shaanxi provinces, but their homes 
are under siege by settlers opening up the 
hinterlands. Recent satellite pictures show 
that large forests of arrow bamboo—the 
panda's staple food—have shrunk. to 
small and isolated patches. The forest 
ministrys new programme to save the 
panda includes the replanting of bamboo 
to link the existing pockets where the pan- 
das live. A multi-million dollar panda 
breeding centre is being built in Chengdu, 
the capital of Sichuan province. The gov- 
ernment hopes it will eventually repopu- 





I'm not just a handful of dollars 





far from the Thai border, close to Viet- 
nam—8,000 people have been killed in 
guerrilla attacks in the past decade, while 
1,500 or more civilians in Kompong Cham 
have lost legs by stepping on mines. That is 
in only one of 15 provinces. One aid worker 
in Phnom Penh estimates that most provin- 
cial hospitals perform as many as 15 amputa- 
tions a month, a number believed to be on 
the rise. 

Journalists who take the 100-mile trip 
from Phnom Penh to Kompong Cham city 
are thoughtfully provided with an armed 
guard of six. The stretch of road from the 
Mekong river to Kompong Cham bristles 
with machineguns. It is safe only in the 
morning: permission to travel along it, even 
under escort, is refused after midday. Trav- 
ellers report similarly tight security along the 
road to the province of Kompong Chhnang. 





late the wilds. 

Until 1984 the 60 or so pandas in Chi- 
na's zoos were used exclusively for diplo- 
matic purposes. The foreign ministry pre- 
sented nearly 30 to various countries. The 
animals still have a diplomatic role: it was 
recently reported that China may offer 
two of them to the Taipei zoo in Taiwan. 
But now the construction ministry, which 
looks after China's zoos, is running a rent- 
a-panda business. In the past two years it | 
has taken $3m in "donations" by lending 
pandas to the Los Angeles and Calgary 
Olympics and for Australia's bicentenary. 

American conservationists have ar- 
gued that sending pandas abroad for visits 
discourages them from breeding. But Chi- 
na's zoos are short of cash. They have put 
many animals on half-rations: the cost of 
meat and bamboo shoots has doubled or 
tripled, while state subsidies for the zoos 
have not gone up and they have not been 
allowed to raise ticket prices. The pandas 
will continue to get their exit visas. 














More dangerous still are the roads around 
Kompong Som, Kampuchea's main port. 
Foreigners, including aid workers, are never 
allowed to go to the port, which is over- 
looked by the Cardoman mountains, an- 
other Khmer Rouge hide-out. 

None of this means that the Khmers 
Rouges are on the threshold of victory. They 
are limited to hit-and-run attacks, and can 
boast no actions of military importance, 
such as blowing up one of the main bridges 
leading to Phnom Penh. Moreover, unlike 
the Vietcong, they do not have the army of 
an adjacent state fighting on their side. But 
the evident strength of che Khmers Rouges 
as a guerrilla army is something the states- 
men will have to ponder long and hard as 
they try to end an objectionable occupation 
in an unobjectionable way. 
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JAPAN COMPARED 





Pity those poor Japanese 


Are the Japanese, as westerners like to think, rich in assets but poor in 
heart? The answer depends on your definition of ‘quality of life” 


T OUGHT to be hard for anyone in 
Washington, London or Paris to feel 
sorry for the Japanese, so successful has been 
their economy. Nevertheless, as the country 
has gone from strength to strength in the 
1970s and 1980s, Americans and Europeans 
have found a neat way to deprive it of some 
of its glory. Japan's industrial and financial 
power is all very well, the argument goes, but 
the Japanese do not really enjoy it. They 
make money and conquer markets, yes, but 
they miss out on that vital western luxury: 
quality of life. All that working, living in 
small houses, travelling in crowded trains, 
saving all the time, not having any parks and 
not taking any holiday. It must be awful. 
Sir Roy Denman crystallised this atti- 
tude in 1979 when, as the EEC's director- 
general for external relations, he wrote that 
Japan was “a country of workaholics" who 
live in "what westerners would regard as lit- 
tle more than rabbit hutches’’. This was 
more than just a provocative joke. Then and 
subsequently, the notion has been used as 
an argument in favour of protectionism and 
against trying hard to increase European 
and American competitiveness. The idea is 
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that there is something unfair about the way 
that Japanese work and live, and it contrib- 
utes to the country's trade surpluses. If only 
they would save less, work less hard, take 
more holidays and spend more on them- 
selves, then the current-account imbalances 
would go away. 

On the face of it, it should be hard to 
square this dim view of life in Tokyo with 
the fact that the world is swarming with Jap- 
anese individuals and firms buying assets 
and pleasure—luxuries, apartments, yachts, 
buildings, bonds, paintings, hotel rooms. In 
short, the Japanese are now stinking rich. 
But the Japan-is-awful school 
has plenty of replies. One is 
that this is proof that every- 
thing costs too much at home; 
another, more conspiratorial, 
view is that things are kept un- 
reachable at home precisely to 
enable Japan to buy up the 
world. 

What really puzzles west- 
erners is why ordinary Japa- 
nese do not make a fuss about 
how horrid their lives are. 





Compact, perhaps 


Floor area of dwellings 
Average, square metres 


Why do they not campaign for more public- 
works spending, for lower food prices, for 
more hypermarkets, for a simpler distribu- 
tion system? For example, in the New York 
Times of November 27th Mr James Fallows 
wrote of "the Japanese public's astonishing 
apathy about the system of organised extor- 
tion that is Japan's consumer economy." He 
is right about the apathy: there is scarcely 
any sign of protest or discontent among 
Japanese. 


Feeling the quality 

So why don't the Japanese listen when west- 
erners tell them to stop being unfair? There 
is no adequate answer to this question, t 
yond the cop-out of “because they are diff. 
ent" or the conspiracy theory of "because 
they are not allowed to." But wait a mo- 
ment. Another possibility might be that the 
question and its premise are both wrong. 
What if life in Japan is not so bad after all? 

The problem with testing this idea is 
that there is no accepted definition or mea- 
sure of awfulness or “quality of life". Qual- 
ity is in the eye of the beholder. That said, 
there are statistics aplenty about individual 
aspects of life in Japan, as elsewhere. This 
article will concentrate on the five richest in- 
dustrial economies in the non-communist 
world (known as the Group of Five, or G5), 
to show how Japan shapes up compared 
with its peers. 

Start with the bad news. Japan's ameni- 
ties are relatively poor. In 1984 only 3396 of 
the population lived in houses connected to 
a mains sewer, compared with 9196 in West 
Germany and 7296 in the United States 
This is not quite as bad as it sounds, for t 
other 6796 of Japanese had a septic tank or 
some sort of mechanised daily collection of 
waste. This may sound sordid, but in prac- 
tice is not enough to trigger campaigns for 
more mains sewers. The country is not ex- 
actly noted for its typhoid or cholera, even 
though only 9496 of Japanese houses were 
connected to running water supplies in 
1983, compared with 98-9996 in the other 
G5 rich countries. 

Everybody knows, thanks 
to Sir Roy, that these ill- 
equipped houses are as small 
as rabbit hutches. Actually, 
that depends on what you 
compare them with. Look at 
the chart (left). It shows that 
in the mid-1980s the average 
dwelling in Japan had a floor 
space of 80.9 square metres, 
which was far below Ameri- 
ca's average of nearly 135 
square metres. No surprise: 
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..the notion that this is a terrible 





America is a big country, with only 26 peo- 
ple per square kilometre compared with 324 
in crowded Japan. 

However, Sir Roy Denman is a Euro- 
pean, where housing is not quite so spa- 
cious. The average dwelling in France had 
85.5 square metres, while the West German 
average was 93.8. Is a difference, on average, 
of between five and 15 square metres 
enough to turn an apartment into a rabbit 
hutch? Or are French and Germans carrot- 
nibblers, too? 

One reason that the myth of cramped, 
low-quality Japanese housing has persisted is 
that Japan tends to compare ttself to Amer- 
ica, and tends to be written about most by 
American journalists. Europeans, with their 
smaller houses and flats, ought to be less 
critical. But another reason is that pundits 
tend not to compare like with like. 

Typically, they compare their own up- 

r-middle-class accommodation in Lon- 

in, Paris or New York with the worst of 
Japanese housing: the company dormitories, 
or danchi, and perhaps the cramped blocks 
of public housing. Those, however, need to 
be compared not with Kensington or the 
Upper West Side but with the slums of Liv- 
erpool or the ghettos of New York or De- 
troit. An important if impressionistic point 
about Japan is that the range of housing 
standards there is narrower than in other G5 
countries. Whoever heard of a Japanese in- 
ner-city problem? There is good and bad, 
but there is no appalling. 

Expatriates in Tokyo, worried 
about head office’s reaction to such 
an argument, will reply: but what 
about the astronomical cost? Prop- 
erty prices roughly doubled in To- 
kyo in 1985-87, and foreigners’ 
rents rose too. House prices reach 
into millions of dollars. However, 


ing does not quite square with the 
ract that more than 60% of Japanese 
own their homes (the rate is 53% in 
Tokyo), which is not far short of the 
level in Mrs Thatcher’s home-own- 
ing democracy. What that means is 
that many Japanese are now rich, at 
least on paper. They are not at all 
displeased at the rise in property 
prices. 

Moaning about costs, at least at 
its most extreme, also does not 
square with the average apartment 
rents in the table on this page. The 
average rent in Tokyo in 1987 for a 
three-roomed apartment was 


1987 


Not number one RR 
j GDP per person, 
1960-87 


GDP per person, 1987* $'000 






13.3 (27) 

13.0 
12.0 C21) 
«Adjusted to purchasing-power parities 


will affect foreigners more than locals. Rents 
in Tokyo rise far more slowly than do prop- 
erty prices because the country’s strict rent 
law protects tenants against rises. New rents 
will have felt the brunt of property prices, 
though expatriates make this worse by try- 
ing to live in the Japanese equivalent of May- 
fair and then sounding surprised when 
monthly rents are $5,000-12,000. 

One of the oddities, at least to an econo- 
mist, of the high price of property in Tokyo 
is that, until 1988, it did not dissuade people 
from moving to the capital. The combined 
cities of Tokyo and Yokohama have been 
growing by an average of 2.3% a year since 
1960, reaching a population of 18.8m by 
1985. That is one reason why prices have 
risen, though they may subside now that To- 
kyo’s population has begun to fall slightly 
for the first time this decade. Even so, To- 
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kyo, for individuals as well as for companies, 
remains attractive even if it is crowded. It is. 
the centre of fashion, of culture and of in- 
formation. In Japan, you are nobody unle d 
you know about Tokyo. 
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Stretching the yen ^ 


Still, it cannot be denied that houses are ex- 
pensive in Japan, as are many other things. ' 
Japanese incomes do not go as far as other 
people's in terms of what can be bought | 
with them. The table shows one attempt by — 
UBS to measure such domestic purchasing — 
power. Although average net hourly earn- — 
ings are highest in Tokyo among the five cit- _ 
ies shown, a New Yorker can buy twice as. 
much with his money as can a Tokyo resi 
dent; a Parisian 3596 more. 

Another more ambitious and rigorous | 
attempt has been made by the Organisation. 
for Economic Co-operation and Develop- 
ment (OECD). It tries to adjust rich coun- 
tries’ GNP per head to take account of the 
different price levels in each country and - 
hence purchasing power. In 1987 Japan - 
overtook America's GNP per head for the 
first time, reaching $19,450. But after the i 
OECD's adjustment for purchasing power  - 
(see chart), the figure fell to $13,000, com- — 
pared with $18,200 in America. On this ad- — 
justed measure, Japan was neck and neck  - 
with France, ahead of Britain but well bee _ 
hind the United States and West Germany. — — 

That calculation suggests that, while Ja- — 
pan's economy has surged ahead, its popula- 
tion's buying power has lagged a bit. 
It cannot, however, be taken as gos- 
pel. The trouble is that even a com- 
parison as impartial as the OECD's 
cannot be culturally neutral. To - 
make it, the officials had to try to 
find a basket of goods and services 
that is internationally comparable. 
But it is impossible to find a "cor- 
rect" basket, because some nation- 
alities like to buy one lot of things, 
some another. 

The reason may partly be price, 
but may substantially be cultural 
differences. Thesortofthingsthata —— 
New Yorker buys, or an expatriate 
banker buys in Tokyo, will not be 
the same as an ordinary office- 
worker buys in Osaka. Where one 
eats steak and french fries, another 
prefers fish and noodles; where one 
likes to go hunting or fishing, an- 
other likes to sit up to his neck in a 
hot-spring bath. Try as it may, the 
international basket cannot avoid 





10.70 2,013 
9.00 1,867 
8.00 1,754 
6.60 1,730 28.2 135 750 

Frankfurt 9.00 1,723 29.5 225 540 


Tweighted average of 12 occupations “excluding public holidays tt Tokyo=100 
**three-room apartment Source: Union Bank Of Switzerland 


Tokyo 
New York 
London 


16.1 100 
13.0 200 
241 154 


$1,430 a month, according to 
Union Bank of Switzerland (ups). 
That was a lot: 2496 more than in 
New York and almost double the 
rents paid in Paris. 

Much of that difference will 
have been accounted for by the fall 
of the dollar against the yen, and so 


1,430 being biased, one way or the other. — 
1,150 It can be no more than an imperfect | 
860 indicator. 

À firmer sign ought, perhaps, to 
be holidays, the time when west- 
erners usually reckon their lives are 
at their most enjoyable. Contrary to 
the popular myth of workers - 
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JAPAN COMPARED 


| Differing ills 
| Deaths per 100,000 people, 1985 


Heart Lung Stomach 
disease Strokes cancer cancer Suicide 


45.0 1236 250 429 19.6 
229.8 628 520 61 12.2 
2433 1043 577 16.0 8.5 

744 798 317 116 213 
1045 346 188 186 


. Japan 





chained to their production lines, it is not 
'true that Japanese have no holidays. As the 
table on the previous page shows, workers in 


Tokyo have, on average, more days of paid 
vacation than workers in New York. The 


- problem is that they do not take about a 


third of their entitlement. This is changing, 


- but only slowly. 


On the other hand, Japan has more 


: public holidays than other countries: 18 a 
year, with unlikely names like “respect for 


the aged day”. Everyone takes those, which 
brings another problem: who wants to travel 


on the same day as several million others? 


Here, certainly, is a case where the efficiency 
of closing factories for a day clashes with the 
desire for enjoyment. Even the close-knit 
Japanese do not actually like crowded trains. 


Quality of death 


- Perhaps they should stay at home and walk 


the dog? Unfortunately, Tokyo has fewer 
parks than big cities elsewhere, just 4 square 
metres per head of population compared 
with 30 in London or 12 in Paris. London 
and Paris are particularly green examples, 


but Tokyo is nevertheless an ungreen place. 


That said, it is worth noting that To- 
kyo's 4 square metres per head are safer to 


- walk across at night (or by day, for that mat- 


ter) than is New York's Central Park, or 
even than Hyde Park in London. A New 
Yorker may have ten times as much public 
green space as a resident of Tokyo does, but 


_ when walking in it he or she is also at least 


Here' S to d our r health 
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six times likelier to be murdered, 25 times 
likelier to be raped and 140 times likelier to 
be robbed. It is not that there is no crime in 
Japan (this newspaper's Tokyo correspon- 
dent has been burgled), but that there is far 
less and that it is deterred by tight commu- 
nity policing. A robber is three times likelier 
to be caught in Japan than in America (our 
correspondent's robber was not). 

Perhaps the low crime rate has some 
thing to do with job security and family 
stability. There are poor people, unem- 
ployed and tramps in Japan (you can see 
them on benches at Tokyo's main station, 
reading comic books), but the Japanese re- 
main only half as likely as Americans to be 
unemployed and are only a third as likely to 
get divorced. For better or worse, family life 
is more stable. And Japanese are half as 
likely to have a car as are Americans, but 
they are also about half as likely to die in a 
road accident. 

Thus protected, the Japanese live longer 
than anyone else. In 1987 life expectancy 
at birth reached 75.6 years for men and 81.4 
for women. That compares with, for men, 
11.3 in America, 71.8 in Britain and 71.5 in 
West Germany. Diet has a great deal to do 
with this. Though Japanese are getting 
heavier, and though McDonald's is Japan's 
biggest restaurant chain, Japanese still eat 
far less fat and dairy products than do 
Americans and British. 

The left-hand table shows the effect of 
this on causes of death. Only 45 Japanese 
per 100,000 died of heart disease in 1985, 
compared with 230 in America and 243 in 
Britain. In that year the Japanese, despite 
clouds of smoke in Tokyo restaurants and 
bullet-train carriages, were half as likely to 
die of lung cancer as Americans and British. 

Longer life may also be less painful; 
there is little arthritis in Japan, a big cause of 
suffering in western old age. But Japan has 
its own deathly specialities. Japanese are par- 
ticularly prone to strokes and to stomach 
cancer, both probably related to diet. They 
are also prone to suicide, though not to the 








Less-mean streets 
Crimes per 100,000 people, 1986 
Murder Rape 


Larceny/ 
Theft 


1,130.2 
4,862.6 
5,796.9 
3,692.7 
4,455.7 


Robbery 


Japan 14 14 1.6 


USA 8.6 37.5 
Britain 4.3 10.4 
France 44 5.3 


W Germany 4.5 9.2 
Source: JETRO 


225.1 
60.1 
91.8 
46.8 


extent that western myth would have it. In 
1985 their suicide rate was below France’s 
and only slightly ahead of that of West 
Germany. 


The Jzpanese view 

How can these numbers be added up? They 
cannot; it all depends what weight is given 
to the various sorts of statistics. Is healt 
more important than wealth? Safety mo 
than housing space? What can be said, how- 
ever, is that there is at least a case for arguing 
that life in Japan is not so bad after all. 

This may explain why the Japanese do 
not seem to worry whether their lives are 
lousy. Japanese are more conscious of how 
they have changed and improved. For in- 
stance, it is well known that people have to 
commute a long way into work every day; 
what is less well known is that, even in To- 
kyo, the average time spent commuting is 
decreasing, albeit slowly. Average Tokyo 
commuting time peaked at 100 minutes in 
1975 and was down to 89 minutes by 1985. 
Most obviously, Japanese are paid steadily 
more in real terms every year and need to 
save steadily less of their pay for retirement, 
sickness and education. 

In recent years, westerners have often 
argued that overseas travel will open Japa- 


nese eyes to how their prices are far too, 


high. Yet, to Japanese, the cheapness o 
gaikoku—the outside world—is as much 
proof of their own strength and prosperity 
as it was to those Americans who flocked to 
Europe in the 1960s. After all, one reason 
Japanese may have felt a bit poor in 1978-85 
was that their yen was worth less and less 
abroad. It fell from ¥175 against the dollar 
in October 1978 to around Y260 in early 
1985. Since 1985 things have looked 
cheaper and cheaper. 

For all their prosperity, Japanese still 
seem oddly proud of some of the less attrac- 
tive features (and myths) of their country, 
such as commuting and cramped housing, 
reaching back to old virtues of endurance 
and stoicism. This apparent perversity con- 
tributes to western confusion. But it is not 
altogether unreasonable: for if a long train 
ride is the price to be paid for low unemploy- 
ment, job security, family stability, rising 
earnings and safe walks on Tokyo's streets at 
night, perhaps it is worth it. 





THE ECONOMIST DECEMBER 24 1988 


-— 










i. NES n CE a E 
BERGE CN aie 


AMERIC 


Ea c 
t "os x sn, or) 
PIN inet Jm PU y 

Fw cw» Tor E » 

i E dis Ps 

/' Jee 






ut 


" — "m vad a ; EI 
LING Wa: BEL IL R MP eS ta" 
e E P EU 1 Hi; z - L.f T | ys Sane >* 
- S " 
A 1 j Y - l 1 A | | l 





Ep le ay eae S y 
"n [oe Sage EP 1C UN FA 
aj w p 0 T 2 74 NS ^ 


$ 


The pleasures of three-part 


harmony 


America's shores are washed by the Pacific as well as the Atlantic, and some 


people think that 


American interests lie more with 


the countries of East 


Asia than with those of Western Europe. Do they? 


WEN Woodrow Wilson took his sec- 
-. V V ond presidential oath in March 1917, 
st before America was plunged as a great 
wer into its first European war, the 

* United States was a country of 100m people, 


- 90% of them of European origin. They were 
the world's richest people; half of their trade 


Trade flows and GNP 
Imports, constant 1987 $bn 
US or regional GNP — 





as % of world GNP 7h oj" 
CES GT 


was done with Europe, and most of their se- 
curity interests lay across the Atlantic. 
When George Bush takes his oath on 
January 20th, he will become president of 
250m Americans. Only three-quarters of 
them are of European descent: 1296 are 
black, 896 come from Latin America, 396 


«-— Inter-regional trade 
as * of total trade 
Measured by imports 


1967 1087 1967 1037 





t , Source: IMF 


*Trade with Canada + EEC 12 


Why it's still a triangle 


"THE rise of Asia is one of the biggest sto- 


ries of this half-century. The interests of - 


. great powers shift in response to such rises. 
But they take a lot of time and some big 
shocks to be realised: two world wars were 


needed before the United States became a 


superpower. In its simple version, the idea 


that America will be turning its back on Eu- 


" 
x stades LA o e e 


pe and embracing Asia is almost certainly 


- 





wrong. Three gigantic movements would 
have to take place: in America's external 
economic interests, in its security interests 
and in its politics at home. For as far ahead 
as it is sensible to look—until, say, 
2010—none of these is likely. 

. The economic shift seems the most 
plausible source of change— because it is on 
a huge scale and there is not much doubt 
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from Asia. America does a lot more trag 
with East Asia (37% of its total) than it doe: 
with the 12 countries of the EEC (20%). Mea- 
sured by dollars of GNP per person, the Jape 
nese are now richer than the Americans. — 

These are arresting changes. More will 
follow. California, America’s most popu- 
lous (28m) and influential state, with a GNP 
of around $630 billion in 1988 (closing in on. 
Britain's), will by 2010 have a “non-white” 
majority: Hispanic, black and Asian Califor- 
nians will outnumber those of European 
stock. Californians of Asian descent already 
make a bigger splash in the state's universi- 
ties. They account for 25% of this year's en- 
tering class at the University of California at 
Los Angeles, even though they represent 
only 7% or so of the state's high-school 
population. Asian money is contributing | 
along with Asian people. Japan has, after 
Canada, the biggest single stake of foreign 
capital in California; its companies are, bar 
none, the biggest foreign source of employ- 
ment in the state. i. 

Where California points, America 
tends to go. The de-Europeanisation of the- 
state, in the composition of its population | 
and in the sources of its wealth, is a process. 
that is likely to be imitated by the rest of - 
America. (And without much delay: Har- 
vard's entering class this year is 14% Asian- 
American.) The relentlessness of this 
change, which has been gathering speed for 
25 years, leads to occasional speculation - 
about America turning away from Europe.” 
The speculation intensifies when the United 
States is thought, as the intellectual fad of 
1987-88 had itt, to be incapable of sustain- 
ing the global role it has played since 194 5, 
Perhaps America will have to choose be- 
tween the Pacific and the Atlantic? 


*The entry for 1988 was “The Third Century: America’s 
Resurgence in the Asian Era", by Joel Kotkin and Yoriko 
Koshimoto. Crown Publishing. th. 
+ “The Rise and Fall of the Great Powers", by Paul Ken- 
nedy. Allen and Unwin. Pr 


rf 


that it will continue. In the quarter-century 
that began in 1960 the East Asian econo- 
mies grew at an average real rate of 6% a 
year; some (the “little dragons" of Singa- 
pore, Hongkong, Taiwan and South Korea) 
grew by more than 8% a year. Over the same 
period America’s rate (and that of the EEC © 
countries) was 3%. East Asia’s share of gross 
world product more than doubled during 
1967-87, from 896 to 2096. Its share of man- 
ufactured exports went from 8% to 18%, of © 
imports of all kinds from 12% to 17%. — 

The gap between Asia’s performan e 
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-and everybody else's may even widen. 
-= During 1960-82 the developing coun- 










As for the already rich, Japan's 
— Economic Planning. Agency has 
. guessed that between now and 2000 
America will grow by a real 2.896 a year, the 
EEC by 3%—and Japan by 4.7%. If so, the 
. Japanese, already richer than the Americans 
ona dollar GNP basis, will before 2000 be the 
world’s richest people on a purchasing- 
. power-parity basis (meaning what things 
. their yen will actually buy them). 
— — The growth of Asia's financial power is 
— no less remarkable. Taiwan (with foreign-ex- 
- change reserves worth some $73 billion, the 
— world's third-largest) and South Korea 
. (which is exporting at such a furious rate 
_ that it could pay off its entire foreign debt of 
| $33 billion early in the 1990s) have a 
. strength far beyond their size. But it is Japan 
. that really matters. 
= Of the world's ten biggest commercial 
_ banks by asset value, seven are Japanese. 
-. Since the yen began rising in 1985, Japan's 
. net capital outflows have amounted to $400 
- billion. It provided 16% of the foreign capi- 
- tal the United States imported in 1986-87, 
and even if, as seems possible, Japan's cur- 
— rent-account surplus disappears in the early 
1990s, it will have accumulated some $750 
- billion in foreign assets by then. 
= But what does all this change mean? 
. Asia's—and especially Japan's—rise has 
made for a sharp increase in the dependence 
- of the American and East Asian economies 
- on one another. Yet America's trade with 
— Canada still exceeds its trade with 
— Japan—by $129 billion to $116 billion in 
. 1987. The 12 countries of the EEC still take 
© almost as many American exports as all the 
—. countries of East Asia do ($61 billion for Eu- 
- rope, $62 billion for Asia in 1987), and Can- 
—. ada does not take much less ($57 billion). 
1 If Asia's GNP and trade growth rates 
continue to outstrip America’s and Eu- 
= ropes, that picture will change—but not 
. necessarily in the obvious way. Everyone 
= knows that America's trade with Asia is 
= growing faster than transatlantic trade; but 
. then so is Europe's. Since 1967 trade : 
— between the EEC 12 and East Asia 
= went up by 240%; trade between 
them and America went up by only 
— 10896. And over the next few years 
~ trade between neighbours may grow 
= faster than long-distance trade. 
d The effects of the American-Ca- 
. nadian free-trade deal and of Eu- 
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rope’s 1992 project have yet to be felt. But 
one consequence of Japan’s high-yen revolu- 
tion is that the developing countries of East 
Asia are already being bound much more 
tightly to Japan. Japan is taking over from 
America as their main source of foreign di- 
rect investment; and the biggest increases in 
manufactured exports to Japan since 1985 
have come from Taiwan, Thailand and 
South Korea, not America or the EEC. 

The deeper reason Asia’s economic rise 
may say little about America’s attachments 
and interests is that money isn’t everything. 
In the affairs of nations it may not be much 
at all. America’s biggest trading partner is 
Canada; its second-biggest foreign direct in- 
vestor (after Britain) is Holland. It is not as 
though the economic or financial impor- 
tance of these two over a long period made 
either of them a subject of much concern for 
American foreign policy. A sharper proof 
came during OPEC’s prime. If America’s 
Middle East policy shifted because of the 
cartel’s hold on the oil supply or because of 
the petrodollars pouring through the Amer- 
ican financial system, it was hard to see how. 
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Economic links do matter; but they 
are mainly private transactions car- 


. tries of East Asia grew by an average in US in iim 157080 ried out for private reasons. Some- 
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. rate to 8%, while the Latin Ameri- Canada — 217 83 10 24 (Other Asia 15 52 the United States: the American-Ca- 
. cans scraped in at just under 296, the tAm 153. 58 15 36 Other a1 102 nadian free-trade deal. it something 
. Middle Easterners suffered a fall and € Y CIUS unfortunate (meaning "Fortress Eu- 
= the Africans stagnated. T i rope”) came out of the EEC’s 1992 
E Total 2169 1000 420 1000 Total 35 — 102 project, it could make a substantial 


difference to how the United States 
saw the world. The biggest "some- 
thing else", however, would be a shift in 
American security and political interests 
away from Europe and towards Asia. Events 
are pointing, if anything, the other way. 


European oils, Asian water-colours . 
Mr Yasuhiro Nakasone, who was Japa 
prime minister in 1982-87, likes to say that* 
the military balance in Europe is like a Euro- 
pean oil painting (“a Rubens"): every inch 
of the canvas is covered. The Asian balance, 
he goes on, is like an oriental scroll: some 
wispy and fuzzy strokes with a lot of blank 
spaces in between. 

Our maps show a less artistic version of 
the same idea. There is plenty of air power in 
the European theatre, and large fleets in the 
seas near it. But what really face one another 
across Europe's dividing line are armies: 
huge ones on the Russian side, large ones on 
the West's part. The position in North-East 
Asia, where the interests of two superpowers 
and two great ones intersect, is mostly re- 
versed. Big armies are stationed there (par- 
ticularly near the Russian-Chinese border), 
but the military balance hangs more on na- 
val and air power. 

America's own dispositions reflect this 
difference. Ten of America's 18 army divj 
sions are earmarked for NATO (though fi 
of the ten are stationed in the United 
States). Some 220,000 American troops are 
stationed in Western Europe. And (though 
these estimates are always rough) perhaps 
$140 billion-150 billion of the American de- 
fence budget goes for NATO purposes. That 
compares with maybe $20 billion-30 billion 
for the western Pacific, where only 130,000 
or so American troops are stationed. 

In the 40 years since NATO was founded, 
the United States has fought two big wars in 
Asia and not a skirmish in Europe; yet there 
has never been any doubt that Europe is the 
centre stage of the contest between West 
and East. Everything about postwar 
American policy towards 
Europe—the Marshall plan, NATO, 
backing for the creation of the 
EEC—testifies to the primacy Amer- 
—] ica has given Europe in its geopoliti- 
M | cal calculations. 
vehicles There are many reasons for this: 
not least, that Russia is basically a Eu- 





ropean power. lts interests range 
worldwide—from the Gulf to Central 
America to East and South-East Asia—and 
Mr Gorbachev has twice given big speeches 
in the past two years making clear his aim of 
making Russia a formidable Pacific power. 
So it is in military terms. Russia’s Pacific 
fleet is its biggest, and 20% of Russia’s sol- 
diers are stationed in the Far East. American 
and Japanese officials say that the Russians 
have unremittingly been building up their 
Asian forces, both in size and quality, and 
that this build-up has not lost any speed 
since Mr Gorbachev came to power. 

The trouble for his Pacific ambitions is 
that military power is the only kind Russia 
has in that part of the world. In a region 
where economic competitiveness counts for 
more than anything else, Russia has 
nothing to offer. Siberia has oil, gas 
nd other minerals; but the Japanese 
fd been cool about being drawn 
nto projects for exploiting them even 

fore commodities fell on hard 
times. Even if Russia opened up its 
Far East as some sort of free economic 
zone to Asian investors, why would 
they go there? Of the Soviet Union’s 
280m people, only 8m live in the Far 
East. Who would man the factories 
once they were set up? 

America has a heavily populated 
Pacific coast and strong economic 
and political ties with the countries of 
East Asia. Russia is a Pacific country 
only on the map. Its history, people, 
wealth and big ambitions all draw it 
to Europe—which in turn helps keep 
American eyes focused there. 

That European oil-painting, besides be- 
ing denser, is more sharply drawn than the 
Asian one. Russia has a lot of firepower in 
Asia, but it poses nothing like the military 
l.c: there that it does in Europe. There is 

e line in Europe, and there are two sets of 
adversaries on either side of it. The picture 
in North-East Asia is far more complicated. 
Japan's alliance with the United States is 
clear-cut, but Japan, China and Russia form 
an ambiguous triangle; and the hostility be- 
tween the two Koreas adds another element 
to the regional and superpower contest 
waged across the border that divides them. 
All this gives the United States a fair 
amount of scope for playing an old-fash- 
ioned balance-of-power game in 
Asia—an option it does not 
have in Europe. 

These basic facts have been 
more or less the same since 
1945. It seems implausible that ` 
anything will budge them soon. 
Asia ought to be headed for an 
even calmer period than it has 
had for the past decade. Viet- 
nam, its economy wrecked by 
40 years of war and commu- 
nism, seems to be on its way out 






THE ECONOMIST DECEMBER 24 1988 


California's ethnics... 





ies] 


legic Theatre 'Combat aircraft 2Principal 
Sources: The Military Balance, 1988-89; 





of Kampuchea and into an attempt to re- 
structure itself instead of menacing its 
neighbours. South Korea's success and the 
North's continued failure may make it easier 
to bring a kind of normality to the peninsula 
they share. China could throw its weight 
around, but it seems too absorbed in its own 
hard try at an economic breakthrough to 
worry much about foreign adventures. 
Plenty can go wrong. The Philippine 
president, Mrs Cory Aquino, has probably 
been too optimistic about her ability to rein 
in the anti-Americanism she let grow over 
the past two years as the United States and 
the Philippines haggled over the price to be 
paid for the American bases in her country. 
Some South-East Asian leaders are resigned 
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to the bases going in the 1990s. Anti-Ameri- 
canism is growing in South Korea, too, 
though that is probably just the natural re- 
sult of the lid of dictatorship having come 
off a year ago. India's regional-power ambi- 
tions could bring it and the equally ambi- 
tious Chinese into a jarring collision. But 
the likeliest thing is that East Asia, led by 
Japan, will continue the wealth-making that 
has turned it into the most successful collec- 
tion of developing countries ever known. 
That would be squarely in America's inter- 
ests—and would let the United States pur- 
sue pretty much the Asian policy it has fol- 
lowed since it lost the Vietnam war. 

It is Europe that really faces an upheaval 
in the 1990s. America's attention might be 
distracted if Mexico or Central America 
went badly wrong or the Middle East 
again erupted in war. Yet a change is 
almost certainly coming in Europe 
that will need all the concentration 
America can muster. Mrs Thatcher is 
rosy-eyed to have declared the cold 
war at an end. But, succeed or fail, the 
Gorbachev experiment will affect 
everything—NATO, Eastern Europe, 
the Germanies—that has been at the 
centre of America’s postwar foreign 
policy. Can anyone really believe 
that, at this of all times, America’s at- 
tention is going to be turning away 
from Europe? 


The new Americans 

Money and security tie countries to- 
gether; but so do kinship, familiarity 
and values. In the longer run might 
America be detached a bit from Europe as 
Americans come less and less from Euro- 
pean stock and live less and less in Europe- 
facing parts of the country? 

If place and race do matter, than per- 
haps Europe does have something to worry 
about. Almost a quarter of America’s total 
population growth since 1970 has come in 
the three Pacific-coast states. The 1990 cen- 
sus is likely to swing another 4-5% of Ameri- 
ca's congressional seats (and about the same 
percentage of electoral-college votes for 
president) away from the states of the north- 
east and midwest and to the states of the 
south and west. The share of European 
genes in the American population will dwin- 
dle even faster (see charts). 

Yet this will make little dif- 
ference. European statesmen 
complain that whereas a couple 
of decades ago a visit to some 
bankers in New York and to the 
Council on Foreign Relations 
was enough to tell them what 
America was thinking, now 
they have to go to Atlanta, 
Houston and Los Angeles as 
well. Yet what they learn there 
is only fractionally different 
from what they used to learn on 
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| - Wal Street and Park Avenue. 
E Californians do know more about Asia 
— and pay more attention to it than New 
— Yorkers—as well they might, considering 
= where so much of their money is coming 
_ from. But they do not seem all that different 
in drawing conclusions. Ronald Reagan’s 
Ae B iiion was as western-based and 
— anti-eastern-establishment as any ever was 
— (and more than the very New Englandish 
= k . President Bush's is going to be). It was stout 
_ in championing Japan's cause; but Europe 
| was rarely if ever given short shrift. Mr Rich- 
— ard Perle, a Californian who had a top job in 
Mr Reagan’ s defence department, says that 
.— Europeans simply do not understand how 
: A Eurocentric the people—any people—who 
-make American foreign policy still are. 
| What of the changing ethnic mix? 
* Americans are prone to lobby their govern- 
ment heavily on behalf of causes which their 
ancestry connects them to: Polish-Ameri- 
T cans against the Soviet Union, Jews in fa- 
= vour of Israel. But the growing numbers of 
Asian-Americans are unlikely to make much 
. political difference. First, there are not that 
. many of them. If more ethnic lobbying is to 
— beinjected into the politics of American for- 
= eign policy, it will come from Americans of 
- Mexican descent—who already number 
— nearly three times those of Asian extraction 
and whose volatile country of origin is next 
door. Second, the experience so far is that 
_ Asian-Americans do not pay much atten- 
tion to the old country. A quarter of Ha- 
-—— — waii's population is pure Japanese. Hawai- 
— ians make no more of a political issue of Asia 
= than other Americans do. 
E. The big question is whether the friend- 
E. fip and shared beliefs that have animated 


E E 
pe 


On the move 
Number of travellers, 1987 (figures exclude Canada) 


^ ae 
"1.. Ve 

MER 2 6. 
Nx E p 

p. urope 

NE 4.8m 


LE 
: =f 
ae Quer d Latin 
Mg — From United States 
= Other ] (Total, 1987: 16.5m) 
Je 0.2m — To United States 
E Sides: ul nul Garcons (Total, 1987: 11.6m) 








* ds xui. Ww bear oD e Det 7) 5 $ x , hs) a nm , 
Ar dalle. Fhatol e aie. ea ELE a 2 et Mam od fct P AE Las a si it 


transatlantic relations might be replaced by 
a new transpacific variant. There is no shred 
of evidence for this. Leave aside the large 
numbers of America's super-educated elite 
who drink in European culture via Rhodes 
or Marshall scholarships. Ordinary Ameri- 
can college students who study abroad go 
overwhelmingly to Europe: recently, more 
than two-thirds headed across the Atlantic, 
compared with 596 who went to Asia (see 
table). Even from California, paths lead 
across the Atlantic. The Berkeley campus of 
the University of California has around 300 
students overseas this academic year; 65 are 
in Asia (including Australia and New Zea- 


land), 165 in Europe. America's foreign 
travellers traipse the same way (see chart). 

America's immigrants, from all quarters 
of the globe, are one of its greatest strengths. 
What makes them Americans once they 
have arrived is not any racial or national 
heritage, but their eager adherence to ideas 
based on the notion that everybody has the 
right to “life, liberty and the pursuit of hap- 
piness". These are not the ideas of Confu- 
cius or Buddha; they are the ideas of eigh- 
teenth-century Britain and France. However 
much Americans and Europeans have since 
diverged in their experience and practice, 
that still matters. 





The world America created 


HOSE who see America swivelling from 

Europe towards Asia are wrong. But 
they are right in detecting something shaky 
in America's relations with its transatlantic 
and transpacific friends. The United States 
has not discovered quite how to capitalise 
on the general success, or correct the spe- 
cific failures, of its postwar policy. 

The success has been brilliant. Ameri- 
ca's post-1945 leadership of the West has 
had three main aims. The first was to resur- 
rect the prosperity and stability of Western 
Europe and Japan. The second was to 
counter Soviet power and contain its expan- 
sion. The third was to help poor countries 
grow, protect them from communist attack 
while they did, and persuade them of the vir- 
tues of the West's way of doing things. 

In its core aims the policy has been un- 
blemished. The great triangle of the capital- 
ist democracies—with its three points in 
North America, Western Europe and East 
Asia—now accounts for three-quarters of 
gross world product and 80% of the value of 
world trade, even though it has only a fifth 
of the world’s people. Japan and the .coun- 
tries of Western Europe are stable and dem- 
ocratic. America’s policy has worked so well 
that one of its pupils, Japan, is now richer 
than its postwar protector. 

The Soviet Union is so much on the de- 
fensive today that its leader talks openly of 
its being in crisis. Its economy is in a desper- 
ate state, its internal empire of non-Russian 
republics i is rumbling, and its Eastern Euro- 
pean subjects are ready to explode. Along 
the vital frontiers—in Central Europe and 
North-East Asia—the West has not lost an 
inch of territory since the dividing lines were 
drawn in the 1940s (and in Europe Austria 
has been rescued). Elsewhere communist ad- 
vances of the 1970s are turning into retreats 
(except in Central America). Russia's troops 
are due to be out of Afghanistan within two 
months. An agreement has been made to 
get Cuban troops out of Angola. Vietnam 
still occupies Kampuchea but seems likely to 
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retire from there in a year or two. q 

There have been failures. The loss of th 
Vietnam war was traumatic (though not for 
that region itself: with its failed defence of 
Indochina, America bought the time for the 
other countries of South-East Asia to grow 
rich and stable enough to save themselves 
from revolution). Cuba fell into communist 
hands and still plagues American interests 
in Latin America. Africa is sad, Latin Amer- 
ica in disappointing and possibly dangerous 
shape. Yet one of the West’s main 
ideas—the virtues of a market economy—is 
winning everywhere. The other, democracy, 
has more believers than scoffers. 

This ought to be the background to tri- 
umph. Instead, West Germans and Britons 
by large margins say that they admire Rus- 
sia's president more than America's. The 
Russians confidently reel out proposals for 
conventional-arms cuts in Europe, the 
NATO allies dither for months without a re- 
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When help failed 


sponse. Despite the longest stretch of eco- 
nomic growth in America since 1945, the 
world’s markets wait for a crash that some 
fear may be on the scale of the one in the 


1930s. Something is out of kilter. Why? 
What Vietnam did 


The West is still coming to terms with the 
damage the Vietnam war inflicted on Amer- 
ica's ability to lead it. The loss of Indochina 
could be shrugged off; two global troubles 
resulted which could not be. 

The first came because President John- 
son, knowing he had an unpopular war on 
his hands, decided that Americans should 
not be asked to pay for the war as well as 
fight it. So he borrowed—instead of taxing 
or cutting back the Great Society—to fi- 
“ince it. The inflationary virus was intro- 

iced into America, and with it the debase- 
ment of the dollar that led to fixed currency 
parities being abandoned in 1971 and to the 
dollar’s wild fluctuations since. “In 1967,” 
says Mr Helmut Schmidt, who led West 
Germany in 1974-82, “a dollar was a dollar 
was a dollar. Now who knows what it is?” 

What President Johnson began took a 
sharp turn for the worse under Ronald Rea- 
gan. Because of Mr Reagan’s unwavering 
Opposition to tax cuts and his Democratic 
Congress’s unwillingness to cut domestic 
spending as he wanted, America began run- 
ning huge and consistent budget and trade 
deficits. This has worsened currency volatil- 
ity and contributed to severe and unsustain- 
able imbalances in the world economy. 

The second consequence of Vietnam 
was to call into question America’s reliabil- 
ity. The war destroyed America’s post-1945 
foreign-policy consensus. The Democratic 
party, which for 50 years had represented 
optimism and engagement in the world, 
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started adopting the old Republican vices of 
isolationism, conservatism and eventually 
protectionism. The Democrats have lost five 
of the past six presidential elections largely 
because they could not pass the initial elec- 
toral muster of being sound on national se- 
curity. This is bad for American democracy, 
and for the West. There was probably not a 
single ally of America's (well, except maybe 
for Greece) that did not want to see Mr 
Bush beat Mr Dukakis. That is unhealthy. 

There is a more general question of reli- 
ability, one which Russia too will have to 
face when it loses Afghanistan. No matter 
how explicable a failure, your friends feel 
less confident when you have suffered one. 
The West's post-Vietnam disquiet about 
America never became so acute, even under 
Mr Jimmy Carter, that Europeans and 
Asians started worrying that the United 
States might not in the end underpin their 
own security. But as one Asian leader points 
out, when America landed its first soldiers at 
Da Nang in 1965 American power was at 
flood tide; when the helicopters left the Sai- 
gon embassy roof in 1975 an era ended. 

Some wrong conclusions have been 
drawn from America's loss of supremacy. 
One kind surfaced during the first Reagan 
administration. President Reagan's firmness 
and toughness were a welcome change from 
President Carter's innocence. But in rightly 
thinking that America's leadership must be 
reasserted, too many of Mr Reagan's lieu- 
tenants incorrectly concluded that the way 
to do it—at least in economic policy—was 
for America simply to go its own way. 

They were misreading history. "Unilat- 
eralism" was not the way America did busi- 
ness with its allies in its most powerful days 
in the 1950s. That was when the United 


States was most involved in multilateral in- 





stitutions like che World Bank and the IMF, 
and at its readiest to take decisions jointly 
with its allies. Unilateralism makes even less 
sense now that America's friends have 
grown so rich, and its economy has grown to 
depend so much more on theirs. 

The more dangerous sort of wrong cone 
clusion is that America is on the decline and 
should no longer really be "leading" the 
West as it has since 1945. It is true that 
America's share of gross world product is 
not what it was in the 1950s— though the 
decline is not so great, and indeed stopped 
ten years ago (see chart). Productivity and 
GNP have both grown strongly in the United 
States this decade, and America is spending 
a smaller share of its GNP on defence now 
than it was in the 1950s and 1960s. The dol- 
lar has had a rough ride since 1971, but the 
world is still on what amounts to a dollar 
standard: 7096 of official reserves are held in 
dollars, down from 75% ten years ago. 
America's friends are far stronger than they 
were. But none has America's ability to 
draw together in its own hands all the 
threads of great-power influence: military, 
political, economic and ideological. 

“Multipolarity’’ is not only bad English. 
It is sloppy thinking. A lot of countries have 
grown richer and more powerful during the 
decades in which America has successfully 
balanced Soviet power. They have interests 
of their own and will naturally be pursuing 
them, perhaps relying more on institutions 
like the UN to do so. But only a superpower 
can act as a counterweight to a superpower, 
Perestroika or no, the Soviet Union is likely 
to remain a one-party state with values hos- 
tile to those of the West and with the same 
expansionist foreign-policy aims that Russia 
has had for hundreds of years. 

[n 20-30 years, with Western Europe 
(maybe) closer to union, China beginning to 
be a serious economic power, India to be a 
solid regional power, Japan a great power, 
perhaps Russia tempered unwillingly into a 
bourgeois half-democracy—then, conceiv- 


Spirit willing, flesh weaker 
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= ably, America will have a different role in 
E the world. For now, the minimum condi- 
P _ tions for global order—and for the West's 


e$ 


Ex 
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ler" 
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. peace and prosperity—depend on America 
continuing to do what it has done since 
= 1945: continually neutralise the ambitions 
and military power of the Soviet Union. 
The task for America i is to do it in a way 


that at clit ds up the mistakes lef ee Hi 
Vietnam war and that recognises the new el- 
ements in the old pattern—particularly the 
growing success of its friends. The big influ- 
ences on America’s relations with them are 
likely to come from the two superpowers— 
from how America handles its budget defi- 
cit, and from the Gorbachev reforms. 





surely it's not so bad 


HE story of America's budget deficit 
does not need much retelling. The pros- 


B . perity of the Reagan years—more than six 


. years of uninterrupted economic growth, 
17m net new jobs, nearly full employment 


- by 1988—has been bought at the expense of 


. persistent budget and trade deficits that 
— have turned the United States from a net 


mi» 


external creditor into a net external debtor 


. to the tune of $500 billion. Private-sector 


savings in America have been roughly big 
. enough to finance private investment; so 


M the entire American savings-investment 
E gap—and the entire need to import $700 
— billion in foreign capital to make up the 


. difference—has been due to the federal gov- 
 ernment's spending 3% more of GNP each 


~ year than it has collected in taxes. 


E 


This has already had some bad conse- 


. quences, among them high interest rates. 
— They have harmed capital investment at 


home. Far worse, they have made life even 


— harder than it should have been for third- 


world debtors, most of whose $1.2 trillion in 
debt is tied to American interest rates. The 


. twin deficits have also added to protection- 


et 
M 


ist pressure in America; to currency instabil- 


. ity; and to an absurd imbalance among the 
_ three great economic powers in which the 


two that need to consume more and save 
. less (Japan and West Germany) have mostly 
indulged their instincts to do the opposite, 


= to make up for the unwillingness of the third 


_ (America) to do what it ought to do, save 


. more and consume less (see chart). 


a 
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The fear now is that, unless American 
policy changes, neither the budget deficit 
nor the current-account deficit is going to 





United States 


Spendthrift and scrooges savings and investment as % of GDP 


fall below $100 billion a year. That position 
can be sustained only so long as foreigners 
are willing to go on lending America $100 
billion-plus a year. If they are not, the alter- 
natives will be higher interest rates, reces- 
sion, inflation or a combination of all those. 
The result may be aggravated by a world- 
wide financial and currency crisis induced 
by the bursting of any number of speculative 
bubbles: stockmarket (especially Tokyo), 
property or offshore banking. 

The remedy that practically every econ- 
omist (and The Economist) would like to see 
is a reduction in the budget deficit of around 
196 of GNPp—$40 billion-50 billion—each 
year until it disappeared entirely by the time 
President Bush was seeking re-election in 
1992. Unless the markets force Washington 
to act, it is unlikely to be adopted. First, Mr 
Bush's lips meant it when they formed the 
highly readable words “No new taxes” dur- 
ing his election campaign. Second, spending 
cuts will not do the job. If you subtract the 
present defence budget, interest payments 
and politically untouchable Social Security 
(mainly pensions) from the government's 
$1.1 trillion budget for this fiscal year, you 
are left with $225 billion. Some $50 billion a 
year is unlikely to come out of that. 

The biggest reason.is that Americans 
simply do not believe they have a problem. 
The budget deficit was not talked about dur- 
ing the presidential election because it is not 
much of an issue. Even many of the politi- 
cally sophisticated do not believe in their 
hearts that it matters. Some were giving 
speeches after the 1981 tax cuts saying eco- 
nomic disasters would follow such fiscal ir- 
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No shortage of consumption here 


responsibility; there has been no pain yet, so 
they now feel foolish. The most probable 
policy is not something that will eliminate 
America’s deficit but instead something 
that will cause a gentle downward drift in 
the share of GNP that it takes up. 


The view from Tokyo 

This is a risky policy, but it is still possible 
that America—and the world—will for 
some time escape being punished for it. At 
least that is the view of high officials in Ja- 
pan’s central bank and finance ministry. 
They are assuming that there will be no de- 
terioration in America’s deficit position, but 
also that it will not improve much either. 
That is not ideal, but it is something they 
think the markets may be willing to finance 
for quite awhile yet. 

If so, says Mr Toyoo Gyohten, who is *~ 
charge of international affairs at the Jap 
nese Ministry of Finance, the questions of 
"burden-sharing" and policy co-ordination 
are likely to dominate talks between Amer- 
ica and its friends. The chart on the next 
page shows the starting-point for American 
complaints about how much it does and 
how relatively little its European and Asian 
allies do to promote the West's interests. 

The defence-spending part of the argu- 
ment depends crucially on what happens 
with Mr Gorbachev (see next article). Mr 
Gyohten identifes a handful of interna- 
tional economic questions that it will be im- 
portant for the West to work out. On one of 
these—trade and direct investment 
flows—there will be constant protectionist 
pressure in America: unless American sav- 
ings rates unexpectedly rise, the trade deficit 
will dwindle only as the budget deficit does. 
Still, there is good reason to hope that Mr 
Bush will resist this pressure as much as 
President Reagan did. The other two big is- 
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sues are third-world debt and currencies. 
Third-world debt does not pose the 
threat it once did to the international finan- 
cial system (if only because the exposure of 
America's commercial banks is much re- 
duced). Nor is it a problem that will be set- 
tled in less than 10-15 years. But the United 
States has recognised, at least since Mr 
James Baker (then treasury secretary) pro- 
posed his plan in 1985 to lend additional 
money to 15 countries in exchange for free- 
market economic reforms, that even third- 
world debtors following the right policies 
were not getting the financing they needed 
to grow themselves out of trouble. 

The position is worse now: those 15 
have to generate trade surpluses of some $30 
billion a year to service their debts, and over 
the past year there was net "dislending" to 
them of $3 billion from a combination of 
the IMF, the World Bank and the Inter- 

nerican Development Bank. For the 

rited States this is a serious political ques- 
* tion as well as an economic one: 80% of the 
debt-service burden of the Baker 15 is borne 
by Latin American countries. One of them, 
Mexico, is in delicate political shape. If it fell 
into turmoil, it would quickly become 
America’s biggest foreign preoccupation. 

Yet the needed money is unlikely to 
come from America; private lenders are 
pulling back, and the government has its 
budget problems. Japan has a comfortable 
current-account surplus, and does embar- 
rassingly little to support broader western 
interests; so, says Mr Gyohten, the United 
States would like Japan to come up with the 
money and America to allocate it. Japan 
cannot accept this, but it would like to see a 
big increase in the money made available 
through the mF, the World Bank and the 
regional development banks. Mr Gyohten 
sees no reason for America to lose its veto 
power in any of those institutions. What it 
— ill have to decide is whether it is willing to 

t others have a bigger say for more money. 

The other main question is currencies. 
Mr Gyohten says the world will continue to 
run on a dollar standard, but that some- 
thing is needed to reduce currency instabil- 
ity. One thing is co-ordination of macroeco- 
nomic policies. But Mr Gyohten also says 
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that the dollar should not play ah "exces- 


sive" role as a reserve currency—meaning 
compared with America's overall economic 
role. Otherwise, the behaviour of the Amer- 
ican economy has too much influence on 
other economies. This seems to be a polite 
way of saying the United States has got away 
with an irresponsible fiscal policy in part by 
forcing other countries to bear the brunt of 
it through their dollar holdings. 

Mr Gyohten says the only realistic way 
of stabilising currency values is to have sev- 
eral reserve currencies. The figures he has in 





from its present 70%, with the yen and D- - 


mark at 20-25% each (compared with 7-896. 


for the yen now, and 14-1596 for the D- - 
mark). As a first step he calls for America to 
set up a dollar substitution account to con- 


vert excess greenbacks into other curren- 


cies. Mr Baker, due to become President. 1 
Bush's secretary of state, and Mr Nicholas — 
Brady, staying on as treasury secretary, will 


have some thinking to do. 


Gorbachev's Everest 


EORGE BUSH faces a molehill. He 

needs to make a minor correction to a 
system that is not only sound but thriving. 
Mikhail Gorbachev is looking up at a Hima- 
layan range. 

He is trying to shake a country out of 
centuries-old habits of insularity and immo- 
bility. For 70 years the most totalitarian gov- 
ernment ever known has clamped on that 
unpromising past an economic and social 
system based on a wrong idea about human 
nature and an ignorant one about econom- 
ics. The state is run by twin bureaucracies of 
party and government overstaffed with priv- 
ileged people who make better livings than 
anybody else through extortions based on 
the power of their office. 

The nation at the heart of this system, 
Russia, has tried to protect its security by 
collecting an empire of subject peoples with- 
in the borders of its state and a puppetry of 
restive buffer states lining its most vulner- 
able frontier. For the past 25 years the gov- 
ernment has sought to secure its global place 
by becoming the world’s biggest military 
power, thereby helping to bring the econ- 
omy to a halt and then into decline. The bit- 
ter end is that Mr Gorbachev wants to pre- 
serve the basics of this system while 
correcting the things that have gone wrong 
with it. It is lucky he is not faint-hearted. 

For all the exhilaration of Mr Gorba- 
chev's attempt, the odds against him are 
huge. Mr Deng Xiaoping's earlier economic 
reforms in China, which themselves are now 
bogged down, still seem impossible to roll 
back. The reason is that their first stage, a 
freeing of agriculture, has doubled or tripled 
real incomes for the three-quarters of Chi- 
nese who live outside cities and put more 
food on the tables of city-dwellers. In the 
three years since he launched perestroika, 
Mr Gorbachev has delivered no benefits to 
ordinary Russians. He has tried to deprive 
them, in a policy now reversed, of one of 
their principal if murderous consolations, 
vodka, and created an army of implacably 
hostile opponents among the bureaucrats, 
half of whom he sensibly intends to sack. 
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Russia has strengths that could put a 
solid foundation under a radical economic 
reform: among them a highly educated 
population and a good transport network. 
Mr Gorbachev ought to start with an agri- 
cultural reform like Mr Deng’s, to deliver 
quick rises in some incomes and better liv- 
ing standards. Yet so far he has introduced 


an inadequate leasing proposal for farmers — ^ 


wanting to farm their own plots, and in a 
Kremlin power-play has put Mr Yegor Liga- 
chev, his conservative arch-enemy, in charge 
of agriculture. This may have been suicidal. 

Mr Gorbachev is in a poor position to 
make the radical dashes for freedom West 
Germany and Japan made after the second 
world war. With his recent concentration of 
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power, he might have the unchallengeable | ] 


authority to issue the order which Ludwig 
Erhard issued in Germany in 1948 to free all 
prices. The communist-schooled Gorbachev 
probably understands no better than the 
communist-schooled Deng why this is essen- 
tial. But suppose he did. 

Erhard's miracle also depended on a 
brave clamp on the money supply and on 
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Mission impossible’s brave man 
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F the Marshall plan. Kuss es had och: 


_ ing to spend their money on for decades, 


. and their savings are enormous. Does Mi 
— Gorbachev really contemplate giving infla- 


tion a free run in the Soviet Union by mak- 


K ing consumer goods available for people to 
: E. E their money on without restraint? 
— Can he freeze their savings instead? And 
— there will be no Marshall plan to help con- 
E: sumption go up immediately. Mr Helmut 
- Schmidt, who hopes Mr Gorbachev suc- 
“Am I mad? Will I give 
~ Gorbachev a Marshall plan so that his suc- 
BF cessor can resume Russian expansionism 
P with a strong economy behind him?" 
- . The worst nightmare for Mr Gorbachev 


. ceeds, says: 


is that he might get no response anyway. 
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UN in early December that Russia will unilat- 


. erally reduce the size of its army by 500,000 
men (about a tenth of the total), and scrap 
10,000 tanks in Europe. In the case of tanks, 
that would still leave the Warsaw pact with 
nearly a three-to-one advantage over NATO. 
But the announcement made the West once 
again seem flat-footed in responding to a 
Russian proposal on conventional-arms 
cuts. The NATO allies are on their way to a 
common negotiating position, though they 
are going to have to explain clearly and sim- 
ply to their voters what they are after—mili- 
tary equality with the Warsaw pact—and 
why large western conventional forces, and 
some short-range nuclear weapons, will still 
be needed in Central Europe. 
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de blurring oft he di in ck But x 
and her counterparts are unlikely to get the 
defence spending they need if their voters 
too believe that the lines are comfortingly 
blurred. This is why leaders like Mr Schmidt 
think Mr Gorbachev's popularity in West- 
ern Europe is "dangerous". 

If the West is to counter this risk, and to 
take advantage of the real opportunity of a 
less threatening Russia, it will have to come 
to some clear conclusions about what it 
wants out of the Soviet Union and how it 
proposes to get it—both on arms control 
and on broader relations. Senator Bill Brad- 
ley, an American Democrat, has proposed 
moves to allow Russia some of the western 
things it wants—credits, trade, GATT mem- 


bership—in exchange for reduced military 
spending, more of a price mechanism, more 
human rights. That approach has problems, 
particularly in co-ordinating a joint western 
stand. But the West needs to come up wi 

something clear and positive if it hopes 

win a more relaxed Europe whose western 


half has not wishfully disarmed itself. 


The selling job will be tough but the 
challenge—an East-West negotiation—is a 
familiar one. That is not true of Mr 
Gorbachev's bigger challenge, which is to 
the nature of the post-1945 order in Europe. 
That order has been based on a clear divid- 
ing line between East and West, on a sub- 


- When Mr Deng began his reforms, the peas- 
- ants of China's coastal provinces were one 
- or two generations away from capitalist agri- 
ES lur and control from the centre was 
. weak. Stalin exterminated Russia's entre- 
. preneurial peasants, and its party has been 
— all too successful, over a far longer period 
- than China's, in imposing its discipline. 
| E Mrs Thatcher has said that her greatest 

— fear on taking office was that socialism had 
'. destroyed the British people's initiative and 
. ability to respond to incentives. This may 
have happened in Russia. Mrs Tatyana 
| aslavskaa, a sociologist whose public- 
- opinion polls Mr Gorbachev relies on, says 
B er surveys indicate that minuscule num- 

. bers of farmers—1-296 in Russia, fewer than 

. 596 in the Baltic republics-—would prefer 
. the risks and opportunities of a free agricul- 
tural market to what they have now. 
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The steely orient 

Gorbachevism is not making the earth move 
in the same way in East Asia. The Asians are 
altogether cooler than the Europeans about 
what he can do, what he has to offer, and 
what difference he makes to their calcula- 
tions of national interest. 

There will be some shifts. The biggest is 
the probable end of the Chinese-Russian 
cold war. Mr Gorbachev is likely to meet Mr 
Deng in Beijing in the first half of 1989 to 
bury their countries’ 30-year-old hatchet. It 
may be a disquieting moment for Americans 
who liked the thought of a China card; but 
it can be viewed by the West in a pretty re- 
laxed way. China will never again be an ally 
of Russia’s—indeed its foreign-policy aims 
often run parallel to those of the West. 

The other big Asian changes i in the of ~ 
ing certainly move the West's way. Vietnai 
seems sure to be dislodged from Kampuchea 
in the next couple of years. It is another roll- 
back of Soviet expansion; and it will make 
the rest of South-East Asia that much more 
secure. Lastly, Russia shows every sign of 
straying from its faithful marriage to dour 
North Korea, and chasing after the more 
luscious South. That can only make things 
better along the world's tensest border. 

The security balance in Asia will not be 
moved in a big way unless the hostility be- 
tween Japan and Russia eases. The Japanese 
may be the people least impressed with Mr 
Gorbachev. They see Russian military 
power rising ever higher in the Soviet Far 


The West’s own gamble 
— Yet however slender Mr Gorbachev's 
_ chances, his experiment is changing the 
~ world the West has known since 1945. In 
_ Europe especially, these changes are going 
É- -. to require some quick and delicate choices. 
3 - *. The diplomatic and military side is a lit- 
` tle more manageable. Mr Gorbachev’s brisk 
- winding-up of the mistakes of the Brezhnev 
. daysi in places like Afghanistan and Angola 
= suggests that on the central fronts—the Eu- 
if 3 ropean and North-East Asian dividing 
E lines—there may now be scope for some se- 
= fious arms-cutting. This would be welcome. 
| By one guess, the static confrontations 
- . on these fronts (there has been no shooting 
— . jn Europe for more than 40 years, none in 
North-East Asia since the Korean war ended . 
— in 1953) consume around 3% of gross world 
- .. product each year. It is an absurd waste. 
— Both sides could be just as secure as they are 
= today, while spending far less money, if large 
= cuts were made in the forces facing each 
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jugation of East European countries that has 
made it impossible for them to build up nor- 
mal links with Western Europe, and on an 
easily appreciable Soviet threat. All these 
conditions may now be blurred. 

The risk in this is more obvious-than the 
opportunity. It is that West Europeans will 
conclude their guard can be relaxed. Presi- 
dent Reagan thought that some way out of 
nuclear deterrence had to be found because 
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a — — other across these lines. The financial need 
- for this is rising in the West as well as the 
East: the pressure for more burden-sharing 
on the part of America's NATO allies is likely 


to be intense in Washington in 1989. 


ordinary people would not put up for much 
longer with a security balance based onnu- 
clear weapons. The more pressing difficulty 
is that the ordinary people of Western Eu- 
rope are sick and tired of the cold war, and 


East, and they see no sign of Russian willing- 
ness to consider giving them back what they 
passionately feel is theirs: the Northern Ter- 
ritories the Soviet Union grabbed at the end 
of the second world war. 


| That pressure will grow as a result of Mr of paying their share of its costs. Mrs Mr Nakasone and other Japanese assure 

E a — Gorbachev’s dramatic announcement atthe ^ Thatcher may reflect philosophically about you that even if Russia handed these islands 
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back Japan’s pro-western policy would not 
budge. But the Soviet Union could exact a 
heavy price from Japan, in economic CO-Op- 
eration and diplomatic warmth, if it re- 
turned them. The islands have considerable 


military value to Russia. But if Mt 
Gorbachev were feeling really mischievous, 
he would find some formula for giving them 
up—and could sit back and enjoy the red 
faces in Tokyo and Washington: 


The king that needs dethroning 


I: to the reasoning of one seasoned 
Asian leader for a view of how it might 
go wrong: 


Suppose Gorbachev does what he wants, he 
gets Russia's economy up to western levels of 
efficiency, or to two-thirds of western levels, 
while Russia stays a one-party communist state 
with the same expansionist ambitions as be- 
fore. Then suppose the Soviet Union throws up 
another Gorbachev, with Russia's old ambi- 
tions and now something to back them up with. 

Then suppose that America gets tired of 
doing what it has been doing for the West and 
goes its own way. Not this year, but at some 


point, America is going to throw up a Dukakis ” 


who says why go on paying for all this? We have 
been doing this for 50 years. 

By 2010 you could have a NATO that has 
been loosened by American withdrawal and by 
a Western Europe which thinks it does not 
need to worry because Eastern Europe is more 
or less free from Russian control. And you 
could have Japan thinking, the Europeans are 
America’s people and America will not protect 
them: why will it protect us? 

If America stops being the anchorman, if 
the Japanese start feeling they have to provide 
for their own security, it would be a disaster. 
They would have to have nuclear weapons. The 
Chinese fear a Japan with nuclear bombs even 
more than the Russians fear a Germany with 
nuclear bombs. 


Surely it will not go like this? It ought 
not to. The United States has spent more 
than 40 years doing mostly the right things 
De the world. It has successfully countered 
ussian power. It has helped bring its Euro- 
pean and Asian friends to lusty health. 

The next steps are not taxing. Ameri- 
ca’s principal ones are to wrestle its budget 
deficit to the mat, to keep trade as free as 
can be and to come up with a policy towards 
Russia that recognises Mr Gorbachev has 


changed some things while keeping intact _ 


Russia's interests and aims in the world. 
Western Europe will be preoccupied 
with two things: the mesmerising Mr Gorba- 
chev and the EEC's proud new toy, the 1992 
project. Some, notably Mr Schmidt, West 
Germany's ex-chancellor, believe the 1992 
excitement is overblown: without a single 
currency, he says, things are going to change 
little more in 1992 than they would in any 
other year. And every European leader you 
meet is quick to scoff at the very suggestion 
that 1992 could make Western Europe more 
protectionist. Even if the Brussels bureau- 
crats wanted it, they say, West Germany, 
Britain and Holland would scotch it. 
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Perhaps. But bureaucracies have a dy- 
namic of their own, and the clamouring of 
European businessmen for a (temporary, of 
course) Common Industrial Policy could 
well be deafening. It will be vital for the free- 
trading European leaders to be as uncom- 
promising as possible over this. Apart from 
the damage it would do to the world econo- 
my, Fortress Europe is the one economic 


thing that might send America into that 


dreaded slide towards Asia. 
On Mr Gorbachev, Western Europe's 
yearnings are as unmistakable—and danger- 





Will George do it? 


ous—as they are understandable. With their 
divided nation, the West Germans are the 
most vulnerable to thoughts that maybe, 
yes, this balance-of-power business can be 
overdone. The right response—to keep the 
West's gloves raised for as long as they need 
to be, to make credit and technology condi- 
tional on Soviet concessions over moves to- 
wards a market economy and democracy—is 
easy to describe. But recall the public furore 
in Western Europe, in a far tenser time and 
when Russia was in a much less appealing 
state, to the stationing of NATO's medium- 
range nuclear missiles in Europe. 

The Japanese have a more novel task. Ja- 
pan is trying to accomplish something that 
its former prime minister, Mr Nakasone, 








AMERICA, ASIA AND EUROPE 


agrees has not been done before: to be a 


great commercial and financial power in the 
world without being a great military power 


as well. For this to succeed, two things must 
happen. One is for Japanese security to con- 
tinue to depend, despite the constant and 
justified rise in its own defence spending, on 
the United States. The stability of East Asia 
will otherwise be wrecked. 

The other thing is for Japan to become 
much more prominent in the transfer of re- 
sources from the rich countries to the devel- 
oping world. Its economic and financial 
power will need to be harnessed to serve the 
West's interests in third-world growth. This 
will mean a bigger role for Japan in multilat- 
eral financial institutions still guided by the 
United States; and more to do for the insti- 
tutions themselves as America's bilateral 
role in this sort of thing contracts. 


Now Bush 

America remains the key. It has done a mar- 
vellous job since 1945, but the job is only 
half-finished. The main point of govern- 
ment is to guarantee the conditions of order 
and liberty which allow people to go about 
their business of creating wealth and enjoy- 
ing human society. There is no world gov- 
ernment, and global order depends on a sta- 
ble balance of power. For at least the next 
20-30 years, if America does not provide the 
West's part of it, global order will not exist. 

The United States must recognise some 
facts of maturity. One is that people you 
have fostered will, if you have done your job, 
come to surpass you in some ways. Well, 
there's Japan. Another is that you start 
working more through other people than on 
your own: that's management. And, if Eu- 
rope and Japan and the NICs need remind- 
ing, you can count on the help of your 
friends: that's burden-sharing. 

But such resigned wisdom, however ap- 
propriate, is not leadership. The worry 
about America is that it has become, in the 
words of an Anglo-French financier, Sir 
James Goldsmith, “the king of the soft op- 
tion”. If there is an easy way out, America 
will take it. This attitude took root in John- 
son's decisions to pay for the Vietnam war 
on the cheap and fight it on the sly. It con- 
tinued with Mr Carter's hopeful view of the 
Russians and with Mr Reagan's (and his 
Congress’s) view that you do not really have 
to pay for things you buy on credit. It is pre- 
sent in the whining of American business- 
men that the Asians are unfair competitors. 

The maddening thing is that victory for 
America—for the democratic, free-market 
way of doing things—is within a few de- 
cades' grasp. Success depends on America's 
continuing to do what it has done since 
1945. Mr Bush and his men have the in- 
stincts to understand what that means for 
dealing with Mr Gorbachev. May they also 
grasp what it means for living on credit. 
—M— AA 
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The practical face of the 
Washington Bushmen 


A WASHINGTON, DC 





^ QYENDING his first conservative zealot on 
VJ to the field, Mr George Bush has placed 
him where he can do the least harm and may 
do quite a bit of good. Mr Jack Kemp, for- 
mer professional footballer, New York con- 
gressman and presidential candidate, is the 


man. Best known as the cheerful hot-gospel-_ 
ler of supply-side macroeconomics, he has - 


__ been found a microeconomic slot in charge 
- of the Department of Housing and Urban 
. Development. Members of the new right, 
-. their fears confirmed by the non-ideological 
<- quality of the team that Mr Bush has se- 
lected so far, will now have one of their own 
in the cabinet; the urban poor and homeless 
will have an energetic advocate. A 
“A bunch of Rockefeller Republicans,” 
sniffed a conservative disparagingly as he re- 
_ viewed Mr Bush's pre-Kemp selections. Al- 
_ though many of the selected few are hang- 
. overs from the Reagan years, they were 
never in the forefront of the Reagan revolu- 
tion. They pay read-my-lips service to the 
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economic, political and moral requirements 
of conservatism (no new taxes, help freedom 
fighters, ban abortion), but true believers 
suspect the depth of their commitment. The 
Bushmen are practical problem-solvers. Mr 


Richard Darman, the budget director, is 
. more concerned with policies than theories; 
Mr Brent Scowcroft, the national security 
_ adviser, regards star wars as technology not 


theology. "Tis not the season for revolution. 
Nobody, however, could call Mr Kemp 


 &comprormiser, which is one reason that he 


is liked by the new right (though some who 
care more about a renewal of moral values 
than about taxes are put off by his obsession 
with economic theory). Yet Mr Kemp, who 
.has represented a working-class Buffalo sub- 
urb for 18 years, is a conservative with a 
heart. He will not accept poverty; he is at 
ease with blacks. He has made it his business 
to try to understand inner-city despair and 
has arrived at some passionately held con- 
clusions on how the lives of America's ur- 





























ban poor can be made better. 
His conclusions square with 


programmes with publi 
ships, the government p 
dies that stimulate private it 
would encourage public-housir 
manage their own projects and; 
to buy their own homes. He wou 


jobs. He would use vouchers to givi 
greater choice in the spending of 
money. The ideas are not new: wh: 
Kemp brings to them is his vigour, hi 
dacious faith” (a phrase taken frow 
Luther King) and his undeflatable. 
Will he also need money? Me S: 
Pierce, the current housing secretar 
the one cabinet member to have 
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turn of mind, is one of them. 

Mr John Tower is another. Af 
month's delay, Mr Bush has at last i 
nated Mr Tower as his secretary of ¢ 
Mr Tower has been staunch in his. s 
for the defence build-up: he is chara: 
as a brainy hawk. (He also gave 
clean bill of health in his report on 
contra affair.) But his fellow cor 
are less delighted by his nomin: 
they might be. 

Mr Tower will probably be abi 
above the public dissection of h 
the gossip about his women an 
ing was a diversion from graver di 
question is whether, as chairman.c 
ate Armed Services Committee or as« 
tant to half-a-dozen defence contract 


best man to bring defence spe 
control In response to such d 
Bush remarks cryptically that $ 
went to China. That does htik 
conservatives. They fear tha, to s 


and that that will weaken him, 
As spoilers, the conservative 4 
particularly the religious ones, rema 
effective. Mr Bush, alive to the critic: 
his chosen team is whites] d 
male, is trying toadd a little colour 
week he still had half an eye on D 
Sullivan, president of Morehouse Sch 
Medicine, a black college in Atlanta, : 
the Health and Human Services De 
ment, Dr Sullivan would be a good ch 
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AMERICAN SURVEY 


But he is being taken to task by anti-abor- 
tionists for his belief, as quoted in the At- 
lanta Journal and Constitution, that a 
woman has a right to an abortion, even 
though he would not like to see it paid for 
with federal money. Mr Bush cancelled a 
press conference on Tuesday at which he 
would have been questioned about this. 


The Texas Raj 


AUSTIN 


HE Texans are stampeding into 

Washington. America will soon find 
itself run in large part by the friends Mr 
George Bush has made in the Lone Star 
state since moving there more than 40 
years ago. The list starts with his secretar- 
ies of state and commerce, Mr Jim Baker 
and Mr Robert Mosbacher. But don t ex- 
pect a gang of stetson-wearing yahoos. 
There won't be an H.L. Hunt-style arch- 
conservative in the bunch, or a swash- 
buckling scrapper like H. Ross Perot, or a 
menacing megalomaniac like J.R. Ewing 
from "Dallas". Forget the barbecues, beer 
and scar-tissue displays of Lyndon John- 
son. The men Mr Bush has called to 
Washington are Texas aristocrats. No 
need for margaritas here—a martini will 
do just fine. 

Think of them as representatives of 
the Texas Raj. Texas in the middle de- 
cades of this century was like a colony 
where the educated, ambitious scion of a 
rich east-coast family could make a for- 
tune of his own, on his own (sort of), 
while bestowing his particular gifts on the 
natives. Texas was perfect for young men 
on the move, for it was rich in two things: 
natural resources and social insecurity. 

The Texas Raj had its beginnings in 
the Great Depression, which was frustrat- 
ing the ambitions of privileged east-coast 
youth. “Texas is Booming”, proclaimed a 
1939 story in Life magazine. The state was 
making its shift from a farm economy to 
one based on oil. Mr George Bush, aged 
25, accompanied by wife and child, ar- 
rived in west Texas in 1948. He soon 
joined a circle of ivy-league immigrants. 
He teamed up with the Liedtke brothers, 
born in Tulsa, Oklahoma, but educated at 
Amherst College in. Massachusetts, who 
later built Pennzoil, an oil giant. 

You would not be likely to find Mr 
Bush taking on a roughneck in one of 
Odessa's honky-tonk bars; his crowd set- 
tled in nearby Midland—the "upscale" 
oil outpost—and there set about re- 
constructing the civilised life they had 
known back home. Life centred on the Pe- 
troleum Club, the chamber of commerce 
and the Episcopal church. 

Mr Mosbacher set out for Houston 
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Some conservatives are placing their 
bets on Mr Dan Quayle, the first man Mr 
Bush selected for his team. One proposal is 
that Mr Quayle should advance the conser- 
vative agenda by presiding over the Senate. 
The Senate’s presidential chair is his by 
right, but by tradition only on ceremonial 
occasions or when votes in the chamber are 


with a pregnant wife and $500,000 from 
his father in the year Mr Bush headed for 
Odessa. While Mr Bush’s family was 
merely well-to-do, Mr Mosbacher’s father 
had been a rich stock-trader in New York. 
As a boy, Mr Mosbacher attended 
Choate. He went to Washington and Lee 
University in Virginia, according to leg- 
end because Princeton’s opening day con- 
flicted with a sailing race he was in. 

Old (nineteenth-century) Houston 
families like that of Mr James Baker—ivy- 
educated types who had used the east- 
coast elite as their model—made the new- 
comers the most eligible bachelors and 
business partners in town. These people 
had nothing in common with the tobacco- 
spitting, publicity-seeking parvenues who 
had made instant fortunes just by selling 
off the mineral rights on their meagre 
properties, nor were they part of Hous- 
ton’s flashy café society. Instead, they 
founded their own dance and country 
clubs. Mr Bush and Mr Mosbacher were 
tennis partners before they became part- 
ners in a tugboat and barge business. 

One thing the immigrants taught the 
native gentry was noblesse oblige. Mr Bak- 
er's crowd had viewed politics as a cor- 








tied. The trouble with Mr Quayle is that he 
has yet to improve his reputation. In this 
neither he nor Mr Bush will be helped by a 
report, published in Legal Times on Decem- 
ber 19th and confirmed by the Justice De- 
partment, that a federal prisoner in Okla- 
homa was placed in solitary confinement 
four days before the presidential election to 





Not one of the Mosbacher set 


rupting force, public service a curiosity. 
Mr Bush, however, had inherited a sense 
of duty from his father, a senator. When 
Mr Bush joined the local Republican 
party, it was a tiny, powerless group split 
between. western-oriented right-wingers 
and eastern-oriented moderates. (Mr 
Bush's secretary of defence, Mr John 
Tower, belonged to the former group.) 

Mr Bush was elected to Congress in 
1966 from a district filled with rich trans- 
plants like himself. Good fellowship was 
central to politics. Mr Bush urged Mr 
Baker to join his 1970 Senate campaign to 
take Mr Baker's mind off losing his wife to 
cancer. Mr Mosbacher agreed to help 
raise money for the Republicans after be- 
ing recruited by a sailing companion. 

Mr Bush always remained something 
of an outsider. His preppy manner put 
some locals off. And for almost two de- 
cades he has been a Texan in name only; 
his latest Houston address is a hotel suite. 
Mr Mosbacher, by contrast, has gone na- 
tive. With his glamorous third wife, mem- 
bership in an all-white country club and 
controversial offshore-drilling agreements 
with Mr Ferdinand Marcos, he is much 
more of the place and, consequently, a 
much more popular fellow. Texans hope 
that, as commerce secretary, he will be 
able to help their economically depressed 
state. 
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stop him holding a news conference; at that 


tiated tale about selling marijuana to Mr 
Quayle while Mr Quayle was at law school. 
Conservatives got another crumb of 
comfort this week when Mr Bush appointed 
ex-Senator Paul Laxalt (and a Democrat, Mr 
Thomas Ashley) to the National Economic 
Commission, whose task is to offer ideas for 
cutting the budget deficit. No big deal. The 
new right may have to content itself with Mr 
Kemp and some second-level appointments. 





New York 


Koch aims for 
four 


NEW YORK 


T HAS not been a good year for Mr Ed- 

ward Koch, mayor of New York since 
1977. He alienated blacks in the spring by 
attacking the Rev Jesse Jackson during the 
presidential primaries. He angered Irish- 
Americans in the summer by declaring the 
British army in Northern Ireland to be a be- 
nign peacekeeping force. And his poll rat- 
ings have never been worse: more than half 
New York’s voters say they do not want him 
to run for a fourth term. Yet Mr Koch is 
confident about his chances of success both 
in the Democratic primary next September 
and in the general election in November. To 
understand why requires some appreciation 
of New York’s tangled politics. 

New York is a city in which no black or 
Hispanic has ever won citywide office, even 
though blacks and Hispanics make up 
nearly half the electorate. It is a city in which 
white Jews and Catholics in Brooklyn and 
Queens are mistrustful both of Manhattan 
liberals and of encroaching members of ra- 
cial minorities—to the benefit of Mr Koch, 
who shed most of his liberal leanings when 
he left Congress in 1977. And it is a city 
with four political parties where one candi- 
date can win the all-important Democratic 
primary with 40% of the vote, and is then 
almost certain to sweep into city hall. Hence 
perhaps the mayor’s confidence. 

If all those who are fed up with Mr 
Koch’s loud and acerbic style were to vote 
for one opponent, he would probably be 
sent packing. But as many as six candidates 
may divide the anti-Koch vote, particularly 
if Mr David Dinkins stays out. Mr Dinkins 
is the borough president of Manhattan and 
the city’s top black official. He is the sort of 
cautious, unflamboyant politician who ap- 
peals to many whites. Yet his very caution 
could make him unwilling to risk his job by 
challenging the mayor, even though a poll 
he has commissioned shows him beating Mr 
Koch in a two-way race. 

Among those watching Mr Dinkins are 
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Content to be unloved 
Mr Andrew Stein, the president of the city 
council, Mr Harrison Goldin, the city comp- 
troller, and Mr Charles Hynes, a state pros- 
ecutor who won the convictions of three 
white teenagers for chasing a black man to 
his death in the suburb of Howard Beach 
two years ago. Each would face some diffi- 
culties if he decided to run. Mr Stein would 
be competing with Mr Koch for the Jewish 


| vote, and might be wary of hand-to-hand 


combat with the mayor. Mr Goldin, whose 
animosity towards Mr Koch is reciprocated, 
trumpets an anti-corruption theme, though 
he has himself come under investigation sev- 
eral times. Mr Hynes, who has never before 
sought public office, could have trouble rais- 
ing money. 

A potentially formidable candidate is 
Mr Rudolph Giuliani, the chief federal pros- 
ecutor in New York, who has made a name 
for himself by sending a stream of mafia 
chiefs, stockmarket crooks and top city offi- 
cials to prison. Mr Giuliani’s problem, 
should he run, is that he is a Republican in 
an overwhelmingly Democratic city. Yet 
that could also prove to be an advantage, 
since he would be all but guaranteed a one- 
to-one match against the mayor after a divi- 
sive Democratic primary. 

Next year's election will be the first in 
which Mr Koch has been seriously chal- 
lenged since he took over city hall. In 1981 
he was re-elected with both Republican and 
Democratic backing, and in 1985 he breezed 
to victory with 78% of the vote. Ten days 
after the start of his third term, however, a 
powerful Democrat, Mr Donald Manes, the 
borough president of Queens, tried to com- 
mit suicide (he was later successful), leading 


. to the the unravelling of a big corruption 


scandal. Seven top aides of Mr Koch, includ- 
ing Miss Bess Myerson, his close friend, 
have been indicted or convicted. 

The mayor was just beginning to regain 
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his stride when his attacks on Mr Jacks 
created a powerful backlash. Mr Koch 
since apologised for the tone, but not tl 
substance, of his verbal assault on Mr Jack 
son. That sharp, insulting style may be h 
greatest liability. Whether he is urging pet 
ple to refuse to give money to beggars or or. 
dering that mentally ill people on the stree 
be put in hospital, Mr Koch is a master at 
rubbing New Yorkers the wrong way, even 
those who agree with him. His adviser, M 
David Garth, is forever telling him to tor 
things down, but he has yet to take th 
advice. | 
At a time when many of New York's 
problems are intensifying—a decaying 
school system, overcrowded subways, a huge 
growth in homelessness and a disturbing 
rise in cocaine trafficking and street crime— 
Mr Koch contends that things are worse in 
other cities. Racial tensions have also im 
creased. But the mayor prefers to talk about. 
his fiscal stewardship and how he rescued 
New York from its brush with bankruptcy 
in the 1970s. That may not be enough te 
save him. But he can be resourceful. His po 
litical instincts now tell him to wear his new 
albatross—his growing unpopularity a 
badge of courage, saying it proves his de er 
mination to stand up to money-hungry spe- 
cial interests. "There's something more im- 
portant than being loved, and that is doing 
what is right for the whole city," he says. 
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Lyndon LaRouche A 
Victim of high- — 
pitched tuning? 


T 


WASHINGTON, DC p 


O CONSPIRACY he attributed 

events; by conspiracy he made them 
happen. Lyndon LaRouche, who has stalked 
American politics from its fringes since the 
late 1960s, was convicted with six associates 
of conspiracy and mail fraud in a federal 
court on December 16th. The charges arose 
from his, and his colleagues’, efforts to raise 
$34m in loans. Mr LaRouche was also co ne 
victed of conspiring to hide his personal in- 
come. He faces up to 65 years in jail and 
$3.2m in fines. d 

Mr LaRouche first gained notoriety in 
the early 1960s as the leader of a Trotskyist 
splinter group. He founded the National 
Caucus of Labour Committees, whose mem- 
bers confidently awaited their rise to power 
in an economic depression, even as ee 
paid for their political activities by selling 
economic advice to companies. They be- 
came notorious for their bully-boy tactics of. 
beating up other leftist groups. " 

Since then, Mr LaRouche has run for 
president four times (as a candidate of his 
own Labour party, in Democratic primaries | 
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mself in a heavily guarded house in 
burg, Virginia, built a publishing opera- 
ion and developed what is grandly known 
a worldwide intelligence network. His 
pporters have run on various tickets, sel- 
om getting more than 30% of the vote, but 
onetheless winning races for school 
oards, city councils and other posts. In 
986 two LaRouchites captured the Demo- 
tatic nominations for lieutenant-governor 
nd secretary of state in Illinois. 
. Mr LaRouche's political style has been a 
ure of the populist and the paranoid. 
claims that he helped Mr Ronald Reagan 
defeat Mr George Bush in 1980 by un- 
sking Mr Bush as a member of the Trilat- 
Commission, an establishment foreign- 
olicy group with the power to ínfuriate 
ervatives. In 1984 he denounced Mr 
er Mondale as an "agent of influence" 
he Russian secret police. 
n California Mr LaRouche has pro- 
ted measures to quarantine AIDS carriers. 
mpaign against international bankers 
‘some support in the depressed Mid- 
Not much has recently been heard of 
belief that Britain's Queen Elizabeth is 
d to drug dealers. But during this year 
rised viewers of his television com- 
is by dedicating himself to a revolu- 
.music; modern pitch, he believes, is 
high, and is ruining all but the most 
ed voices. 
: Dismissed by most followers of Ameri- 
politics as an extremist nut, Mr 
ouche claims nonetheless to have had 
d relations with the Reagan administra- 
on. He says he was warmly welcomed at the 
e House in return for his work against 
Bush in 1980; he also claims to have 
ped Reagan officials with the war on 
gs. He and his supporters have met se- 
ior CIA officials. And he was evidently well 
ght of at the National Security Council 
uring Mr William Clark's term as national 
urity adviser. Mr Richard Morris, once 
aide to Mr Clark, testified at Mr 
uche’s trial about meetings with Mr 
aRouche and his men on such matters as 
ird-world debt, terrorism in Europe and 





































r inventing the Strategic Defence 
itiative. 

During Mr LaRouche's trial, squads of 
ence lawyers insisted the charges were all 
plot by intelligence agencies that Mr 
Rouche had once assisted. He gave evi- 


ce about FBI plots to frame him and 














olonel Oliver North who were offering to 
infiltrate his organisation. He now faces an- 
other trial in February in Boston on charges 
f conspiracy to obstruct justice. If sent to 
son he expects the worst. “The pue. 
F this frame-up,” Mr LaRouche says, 

ot to send me to peiron: Ei is to kill n me.” 











d as an independent). He has esconced - 


sile defence. Mr LaRouche takes credit | 


bout private spies with ties to Lieutenant- - 





SAN FRANCISCO 


IN THE hills midway between Los Ace 
geles and Santa Barbara, bulldozers 


are at work on the site of the $43m Ron- 


ald Reagan Presidential Library. The li- 


brary is expected to open in 1991, the 
` year the president turns 80. The low mis- 


sion-style building, designed by Hugh 
Stubbins of Massachusetts, will cover 
only ten acres; the site's other 90 acres 


Will be left to wildflowers and cactus. 


Mr Reagan is not famous for his love 
of reading. But most of the building will 
house official White House records: per- 
sonal papers, videocassettes and memen- 
tos accumulated during Mr Reagan's po- 
litical career. When the library is open, it 
will become the responsibility of the Na- 
tional Archíves, which already has in 
storage more than 13m pages of Reagan 
materials and more than 22,000 presents 


to the Reagans. Eventually, when cabinet ` 


officers' papers are added, the collection 
will be much larger. 


southern California. 

Presidential libraries, beginning with 
Franklin Roosevelt's, have existed for 
more than 40 years. The requirements 
are simple. The money for the site and 
the building must be raised privately and 
spent under the supervision of a non- 
profitmaking foundation. Government 
support arrives only when the building is 
ready for occupancy. In 1986 Congress 
passed a law requiring presidential foun- 
dations to give endowments to cover the 
cost of maintenance. Maintenance of 
presidential libraries now costs the Na- 
tional Archives $17m a vear, out of its 
budget of $101m. The Reagan library 
foundation believes that because Mr 
Reagan is a sitting president the law does 
not apply to him. 


In other respects. the Reagans’ rich 


friends have been generous. In August a 


group of 18 bought a three-bedroom (but - 
six-bathroom) house for them in plush - 





The building will also house a “pub- 
lic-affairs centre" , a usual feature of mod- 
ern presidential libraries: those, for ex- 
ample, of Mr Gerald Ford in Michigan 
and of Mr limmy Carter in Georgia. 
Both of these have opened their doors to 
spirited meetings on issues of domestic 
and foreign policy. The fear that big pub- 
lic meetings would take place at the Rea- 
gan library has already lost it a home. 

The original plan was to build the li- 
brary on a site owned by Stanford Uni- 
versity, not far from San Francisco. The 
Stanford campus is host to the Hoover 
Institution on War, Revolution and 
Peace. Hoover, whose scholars provided 
intellectual underpinning for Mr Rea- 
gan’s policies as president, already holds 
the Reagan papers from his years as gov- 
ernor of California. But the prospect of a 
second conservative 
equipped to hold controversial public 
meetings, on the Stanford campus wor- 
ried many members of the university's 


staff. The Reagan library was moved to - 
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institution, | 





Bel-Air, a suburb of Los Angeles, offer- 
ing it to them on a three-year lease, with 
an option to continue leasing or to buy 


_it. The house cost them $2.5m, not much 


for the area. 

À welcome from old friends will be 
the theme of a party in Beverly Hills on 
January 4th which will also aim to raise 
$1m towards a 150-bed, $10m drug-treat- 
ment centre, a cause dear to the first la- 
dy's heart. On St Valentine's day a gala 
will be held to honour Mrs Reagan and 
to.raise money for the Children's Insti- 
tute International, which helps abused 
and drug-addicted children. 

Although both Mrs Reagan and the 
president will be working on their sepa- 
rate autobiographies in the coming year, 
and the president is expected to play an 
active part in the planning of the library, 
he will also be. linked to the activities of a 
group called “Citizens for America", 
which hopes to sponsor speaking engage- 


ments for him. America has not heard 


the last of the Reagans. 
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INTERNATIONAL 


Ungoverned in Israel 


OEVER guessed that portly Yasser 
Arafat was so good at judo? Just like 
that, he has turned many of Israel's 
strengths against itself. Its once proud sol- 
diers look flatfooted as they chase Palestin- 
ian children through the warrens of Nablus. 
Its old claim to be ready to talk to any Arab, 
inywhere, looks absurd as its prime minis- 
er, Mr Yitzhak Shamir, brands Mr 
Arafat's peace offensive a “Satanic 
plot". And its great friendship with 
the United States, on which Israel 
sets such store, looks suddenly vul- 
nerable after the American decision 
to start talking to the Palestine Liber- 
ation Organisation. 

Mr Arafat has floored Israel sim- 
ply by ditching all the old nonsenses 
the PLO once held dear. On Decem- 
ber 14th in Geneva he said that the 
Palestinians had given up their dream 
of “liberating” the whole of Palestine 
and adopted in its place the idea 
which they rejected 40 years ago: par- 
titioning the country into a Jewish 
state and an Arab one. He also prom- 
ised to drop the terror weapon, the 
fabled "armed struggle”, by means of 
which the PLO once hoped to destroy 
the Jewish state. The American re- 
quirement was met, and PLO officials 
held their first meeting with the 
American ambassador in Tunis. 

Israelis hoping that their country 
would produce a government nimble 
enough to cope with this new Mr 
Arafat are liable to be disappointed. 
On December 19th, seven weeks after 
the indecisive election of November 
Ist, the leaders of the Likud and La- 
bour parties agreed to try to form a 
new "national unity" government 
under the leadership of the present prime 
minister, Likud's Mr Yitzhak Shamir. Its 
main task is supposedly to defend Israel 
from further unwelcome diplomatic sur- 
prises. It does not look ideal for the task. 

The new government looks like a more 
rightward-tilted version of the old one, and 
is built around three people who do not 
much like each other. Mr Shamir, whose 
Likud party did marginally better than La- 
bour in the election, will not this time share 
the premiership turn and turn about with 
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Labour's Mr Shimon Peres. Mr Peres, a mite 
too keen on peacemaking for Likud's taste, 
will move from the foreign ministry to fi- 
nance. Mr Yitzhak Rabin, the tough Labour 
defence minister, will stay where he is. 

It looks fragile. But the small print of the 
agreement between the parties stipulates 
that if either of them marches out of the gov- 





A small flag but my own 


ernment a new election must be held. This 
seems to rule out the possibility of one big 
party outmanoeuvring the other by making 
a deal with the smaller parties of left or right. 
It also means that Mr Shamir and Mr Peres 
will have to combine running their minis- 
tries with more or less permanent election- 
eering, lest a snap election catch one party 
off its guard. 

The winners in the new deal are Mr 
Shamir and Mr Rabin. They belong to dif- 
ferent parties. Mr Shamir wants to hold on 















































to the occupied territories, Mr Rabin says he 
favours territorial compromise. But the in- 
stinct of both men is to swallow their differ- 
ences while Israel's present isolation last: re 
The people who have lost are those who: 
want the country to make a clear-cut chond ce 
on the land question right away. Be 
Many members of Labour think th i 
party could have done more good for its 
and for Israel by going into opposition. he: 
party's secretary-general, Mr Uzi Baram, was 
strongly against another coalition with. 
Likud, a party which even now swears never 
to yield an inch of the West Bank or th 
Gaza Strip. Some Labour men, includi 
Mr Motta Gur, a former chief of staff and a 
possible contender for the party lead- 
ership, argue that Labour should now 
reconsider its decision against talking | 
to Mr Arafat. The party could even — 
split. F 
Likud too has its dissenters. Ar 
Ariel Sharon wanted no renewal of 
the connection with Labour, pani AL 
because he wanted to replace Mr Ra- 
bin at the defence ministry. 
claimed that a coalition including La- 
bour would lead to the creation of a 
PLO-dominated Palestinian state i a 
the West Bank. He and his pti 
were also upset by Likud’s agreemer 
to confine to between five and eight 
the number of new Jewish settlements 
that can be built in the West Bank i in 
the first year of the government’ s life. 
.Any more will require special ap- 
proval, including that of Mr Peres's s 
finance ministry. 
Leaders of the religious partis, 7 
which did well in the election and h 
expected to be Likud’s coalition pa 
ners, speak bitterly of that " 
“sreachery’’. They, and the smaller 
secular parties on the far right, should 
criticise themselves. Mr Shamir pre- 
sumably felt he needed Labour to 
help him face the stormy seas gia- 
But he also got tired of trying to shar 
out portfolios between eight squab. 
bling partners. And the religious par- 
ties’ insistence on amending the ess n 
of a Jew had threatened to destroy the loy- 
alty of many American Jews just when Israel 
felt most in need of their help. That is at 
least one painful issue that may now be al- - 
lowed to die away. 
It will probably be the only one. A yea 
after the eruption of the intifada in the oc- 
cupied territories, Israel is in one of the 
tightest. fixes it has known. The United | 
States, its only foul-weather friend, is talking — 
to the PLO. Israel's ideas for peace—Likud’s 
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agre definition of Palestinian "auton- 
omy” , and Labour's “Jordanian option" — 


- look increasingly irrelevant. Mr Moshe 


pens who seems likely to become foreign 

minister, is an intelligent man but has not, 

| Or not yet, produced any new ideas. 

— Even if he gets some, he will have to find 
a way of bridging the rift between the two 


halves of the government. Israel’s voters 
failed in November to choose clearly be- 
tween holding on to the whole “Land of Is- 
rael" and offering a compromise to the Pal- 
estinians. So the two big parties have 
decided to strap their legs together and 
march off in opposite directions. That won't 
win a race against the agile Mr Arafat. 





of 
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. Canada 


EN Lord Durham arrived in Que- 

bec in 1838 to investigate the causes 

of recent rebellions, he wrote: “I expected to 
f find a contest between a government and a 


-peo ple. I found two nations warring in the 


— not of principles but of races. 
ds goes on, with pauses. One pause looks set to 


d osom of a single state. I found a struggle 
" The warring 


end after Canada's Supreme Court ruling of 
December 15th, which declared that part of 
Quebec’ s notorious language law, still 
— known colloquially as Bill 101, was uncon- 
. stitutional. 
— — The Supreme Court had two cases be- 
| fore it. Mr Allan Singer, a shopkeeper of 
. Montreal, wanted to keep a sign saying 
"printers and stationers—office supplies" 
-outside his premises. He wanted the sign 
written in English, and in English only. Mr 


.. Morton Brownstein wanted to put smaller 


—. English signs next to French signs outside 
- his shoe shops in Montreal and Quebec 


| Ans Both men had thereby contravened 


TA 


. Section 58 of Bill 101, which requires that 


such signs should be written only in Que- 


- bec's official language, French. 
Like the Quebec Court of Appeal, the 
pore Court decided that Section 58 was 


| : - aviolation of the right to freedom of expres- 


- sion that is entrenched in the charters of 


F righe of both Canada and Quebec. The 


— government of Quebec, it said, was entitled 
- to require “the predominant display of the 


ER language" but not to demand that 
— French should be used exclusively. 


M Mr Robert Bourassa, the Liberal pre- 


mier of Quebec, has learnt the hard way 
how explosive language can be. His mishan- 
_ dling of a language law in the 1970s helped 
him on his way to a trouncing at the hands 


E of the Parti Quebecois (PQ) in 1976. He re- 


4 E^ turned to office only three years ago. So in- 


- stead of responding to the court's ruling by 


i E announcing that signs in both languages 


x 


"n. 


would henceforth be permitted, Mr 


— Bourassa’s first reaction was to go into a 


huddle with his advisers to study a dozen dif- 
ferent options contained in a strategy docu- 
ment his staff know as “Operation 58”. 

On December 18th Mr Bourassa came 


. up with a compromise. He said he intended 
. to introduce legislation that would keep the 
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Judges' gambit, French defence 


-. FROM OUR CANADA CORRESPONDENT 
54 MP 


signs outside businesses in French only, in 
order to preserve "the French face” of Que- 
bec, but would permit the display of smaller 
signs in English inside. This, huffed Que- 
bec's nationalists, meant selling out to the 
English. A day later thousands of protesters 
held a noisy rally in a stadium in Montreal 
and burnt a Canadian flag. 

From afar, all this looks like a storm in a 





There's always franglais 


tasse de thé. But Quebec has suffered sorely 
from its language wars. Bill 101 was intro- 
duced by the PO soon after it gained power 
in 1976. The law has restricted admissions 
to English schools and made French the lan- 
guage of the workplace in all firms with 
more than 50 employees. (A section ban- 
ning the use of English in the courts and leg- 
islature was declared unconstitutional.) The 
banning of public signs in English was the 
law's most visible consequence. Many of the 
Im English-speaking Quebeckers took it as a 
daily reminder that they were not welcome. 
During the nine years of PQ rule nearly 
140,000 left for Toronto and other parts of 
North America. 

When Mr Bourassa triumphantly re- 
gained power three years ago he first prom- 





iid to allow bilingual signs to reappear and 
then decided to wait for the decision of the 
courts. Had he restored the signs in the 
weeks after his victory the fuss might have 
died away. He explained that he had to pre- 
serve "social peace”. Perhaps, but the peace 
did not last: in April 25,000 French Canadi- 
ans marched through the streets of Mon- 
treal behind banners warning the Bourassa 
government not to touch Bill 101. 

Mr Bourassa thinks his new law allow- 
ing the display of English signs inside busi- 
ness premises has made the law less offensive 
to English Quebeckers. To ward off future 
challenges in the courts, however, he has 
threatened to invoke the so-called “‘notwith- 
standing” clause in the federal constitution 
in order to override the federal and provin- 
cial charters of rights. That would not have 
been necessary, he added, if 1987's Meech 
Lake constitutional accord were now in 
force: it recognises Quebec as “a distinct so 
ciety” and grants its national assembly th: 
role of "preserving and promoting" its dis- 
tinct identity within Canada. 

Yet by using the override clause, Mr 
Bourassa may do further damage to the 
prospects for the Meech Lake accord. Two 
provinces—New Brunswick and Mani- 
toba— have yet to ratify it, and the latest lan- 
guage rumbles from Quebec have strength- 
ened the accord's critics. Unless the two 
provinces ratify Meech Lake within the next 
18 months it will lapse. Quebec will then 
consider itself outside the federal constitu- 
tion, a. circumstance that will bring great 
comfort to its flag-burning separatists and 
little to Mr Bourassa. Lord Durham's ghost 
must be shaking its head. 





Mexico 


A softer grip å 
HE new president of Mexico, Mr Carlos 
Salinas de Gortari, spent the first days 

after his rowdy inauguration on December 
1st doing what the Institutional Revolution- 
ary party's leaders always do. He received 
deputations and promised land to Indians, 
water to rich landowners, roads to people in 
the boondocks, clean air in the capital, jobs 
to the boys. 

But in the back room he has been mov- 
ing unconventionally fast. While his party 
was busy rigging November’s election in the 
state of Tabasco, he was gathering signa- 
tures from employers and union bosses on a 
new "pact for economic stabilisation and 
growth". The pact was announced on De- 
cember 12th, and is designed to keep infla- 
tion under some sort of control. Mr Salinas 
also launched the country's currency to- 
wards a necessary devaluation. 

Mr Salinas's economic pact is meant to 
carry forward his predecessor's year-old 
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agreement on price and wage controls, un- 
der which inflation was cut from 159% in 
1987 to about 50% in 1988. Since it also cut 
real wages, it was not loved. The new version 
may prove gentler than the old one. 


The minimum wage will go up by 8% in. 


January, and the prices of some basic foods, 
and of cooking gas and petrol, will be frozen. 
For some that means less of a real fall. For 
civil servants, whose wages are index-linked, 
it is a real rise. Not all of them are appeased. 
Having lost at least two-fifths of their pur- 
chasing power over the past six years, some 
of them took over the public galleries of 
Mexico’s congress and shouted obscenities 
at government deputies for an hour and a 
half on December 15th, when the finance 
minister was trying to present his budget. 

The devaluation may be less stringent 
than was needed. Since March 1988 the 
price of a dollar has been officially frozen at 
2,260 pesos, while inflation has slowed to 
about 20%. The new arrangement is that 
the price will rise by one peso a day from 
January Ist, to a total intended devaluation 
of 7.4%. 

Since the Mexicans were recently of- 
fered $31 billion in stand-by credits by the 
United States, they should manage to keep 
the decline steady: the central bank has the 
money to buy pesos if the market jitters. The 
devaluation will slowly make exports a little 
more profitable, and imports a touch more 
expensive, thus helping the country’s exter- 
nal payments back towards the surplus they 
scored in 1987 and lost in 1988. 

If the plan works—and luck, in the form 
of rising world oil prices, would help it more 
than any Mexican can—the economy might 
conceivably start to grow again in the sec- 
ond half of 1989. But Mr Salinas is opposed 
by the free-market businessmen of the rising 
National Action party (PAN) and the popu- 
lists who have moved leftwards out of his 
own party. Now the public-sector workers 
have rounded on him. He is a technocrat 
leading a cabinet of technocrats. He may 
have to rely on his least brainy colleague, the 
minister of the interior, Mr Fernando Gu- 
tierrez Barrios. Here is an old-style police- 
man and party loyalist who, if the workers 
start protesting, can be relied upon to tell 
them to shut up. 





Cuba 
God gets another 
chance 


FROM OUR SPECIAL CORRESPONDENT IN HAVANA 


INCE Marx replaced God, the church 

has long had something of a thin time of 
it in Cuba. Recently, thanks to liberation 
theology and the grumbles of foreign visi- 
tors, it is being allowed a small revival. 
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The grinch who stole Christmas 


President Castro, who was educated by 
the Jesuits, abolished Christmas in 1965. He 
said that people could not afford to take 
time off from the sugar harvest. The Christ- 
mas holiday was replaced by a day off in July 
to commemorate the revolution. Holy Week 
became Bay of Pigs Week, in honour of Mr 
Castro's victory over American-backed 
rebel invaders in 1961. The Day of the 
Three Kings, which falls on January 6th and 
is the traditional day for Latin American 
present-giving, disappeared off the calendar. 

Mr Castro closed church schools and 
banned Catholic lay groups. Priests were 
not allowed to spread their gospel outside 
their church or to say mass in private 
homes. Baptism, a child's first communion, 
marriage and burial by the church are legal 
but frowned on. The state prefers to con- 
duct marriages and funerals itself. The state- 
run media do not acknowledge the church's 
existence. No churches have been built 
since 1959, and the number of priests has 
dropped from about 1,000 in 1958 to 220. 

The Cubans' lack of religious fervour 
has helped Mr Castro: they have never been 
as enthusiastically Catholic as the Poles or 
the Irish. Churchmen complain of the Cu- 
bans' "lack of commitment"; but that is 
probably partly the church's fault. Before 
the revolution it was dominated by Spanish 
priests, not Cubans, and was therefore a 
favourite target of nationalists. 

Still, the church struggles on. All seven 
dioceses have bishops, who are appointed 
by the Pope without state interference. The 
Communist party's Office of Religious Af- 
fairs keeps a close watch on priests, but they 
can be assigned to parishes without its ap- 
proval. Bishops have visited Rome, and 


there have been talks about the possibility 
of a visit from the Pope. Next door to Ha- 
vana's cathedral is one seminary with 29 stu- 
dents where they sing Christmas carols. — 

It may be the church’s reduced circum- 
stances that have given Mr Castro the confi- 
dence to give it a whiff of encouragement. 
Catholic politics elsewhere in Latin America 
provide the incentive: Mr Castro seems im- 
pressed by the liberation theologists' left- 
wingery in countries like Nicaragua and Bra- 
zil. He was also, apparently, influenced by 
complaints about the restrictions on eli- 
gious freedom he received from visiting 
Latin American leftists and from j 
York's Cardinal John O'Connor. 

Mr Castro has now allowed 30,000 bi- 
bles to be imported and distributed. Some - 
churches have been repaired for the first — 
time since 1959. Mother Teresa has been ak 
lowed to set up a branch of her movement in — 
Cuba. Havana's Archbishop Jaime Ortega — 
has been quoted in the official newspaper 
Granma. Twenty foreign priests and 30 
nuns were allowed in to take over parishes | 
in 1985. The church is even being allowed to - 
import a printing press. Still, Christmas re- _ 
mains abolished; and Cubans go to work — 
dreaming of the roast pig that graced their ` 
tables in the days before Marx. 2- 


The Gulf : | 


otrip mining 
HE shooting war is over, but there are — 
still bangs to be heard in the Gulf's wa- 
ters. On December 11th the American navy | 
blew up a mine drifting in the waters off. 
Bahrain. Many more are still lurking. Yet it 
is eight months since a ship hit a mine in the 
Gulf. That is because some of the western — 
navies’ ships are still sweeping the sealanes. d 
The guard is now being relaxed. "2 
A year ago America, Britain, France, lt- _ 
aly, Holland and Belgium together had more — 
than 70 warships and auxiliaries in the Gulf, — 
and nearby in the Indian Ocean, to protect 
merchant shipping. By the end of January _ 
the number will be down to 41 ships, from _ 
America, Britain and France; the number of. 
minesweepers will be down from at least 20 ` 
to 12. The force will probably stay at about 
that size until the peace talks between Iran | 
and Iraq get a bit further. The Kuwaitis, who A 
prompted the western naval build-up by 
putting half their tanker fleet under the ~ 
American flag, say that “the reasons for the — 
reflagging are no longer there”. < 
The Americans, who found 166 mines- 
in the past 18 months, have cut their fleet ` 
from about 34 ships to 25. Their job is to 
protect ships flying the Stars and Stripes (in- _ 
cluding the reflagged Kuwaitis) in interna- - 
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tional waters; they are now not “escorting” 
but “accompanying” their charges, and by 
nu 
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A world at peace and war 


EACE, they say, was busting out all 

over in 1988. Well, look closer. A 
cheering number of the world’s wars 
moved towards their end this year; but 
man’s slaughter of man continues in a 
grim tally of other places. The star of 
peace gleams fitfully. 

Russian soldiers are walking out of Af- 
ghanistan, their Cuban allies have prom- 
ised to quit Angola. The South Africans 
say they will leave Namibia, and have of- 
fered aid to the Mozambique they had 
been thumping. America’s Congress re- 
fused any more support to the Nicaraguan 
contras, so that war is fizzling out. Libya’s 
Colonel Qaddafi shook hands with Chad. 
Iran has agreed to a ceasefire in the Gulf 
war and may be less eager to support fun- 
damentalist mayhem. 

Retreating foreign armies do not nec- 
essarily leave peace behind: ask the Af 
ghans and the Angolans. But there are 
surer ways of getting peace. Our map 
shows that foreign pull-outs have been 
outnumbered by a combination of peace 
treaties (which formally end wars), 
ceasefires (which stop the actual fighting) 
and fizzle-outs (where sheer exhaustion 
ends the bloodshed); and that three hope- 
ful peacemakings are still in progress. Out 


of 26 bloodlettings that meet our defini- 
tion of wars, 12 have stopped, or stand a 
good chance of stopping. 

As wars, we have counted only current 
conflicts in which more than 1,000 people 
have died in at least one year. (By itself, 
the Namibian war probably never killed 
that many, but we include it because it is 
linked to the bigger Angolan war.) The 
map therefore leaves out the relatively 
modest bloodshed in South Africa and 
Northern Ireland, as well as the subject of 
1988's most recent peaceward stride, the 
recognition of Israel by the Palestinians’ 
Mr Yasser Arafat: in recent years Israeli- 
Palestinian killings have never reached 
the 1,000 mark, though past, wider, Arab- 
Israeli wars often have. 

Some of the bloodiest wars since 
1945—France versus Algeria, India 
against Pakistan, the early part of the 
Vietnam war—have been fought to build 
new nations out of Europe’s retreating 
empires. This year has brought the end of 
one such war, in Namibia (once a German 
colony), and has started to unravel an- 
other two, in Angola (Portuguese) and the 
Western Sahara (Spanish). As the conse- 
quences of European empire have faded, 
Africa and parts of Asia have become 
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Peace Ce Talks in progress ea 


the end of December will merely be moni- 
toring ship movements. The Americans op- 
erate in the whole of the Gulf; the Europe- 
ans stay in the south. 

The British have nine warships in the 
Gulf; they no longer accompany shipping. 
The French still have seven ships in the re- 
gion. Belgium has withdrawn its three ships. 
The remaining Italian and Dutch warships 
will leave during December. 

The waters are unlikely to prove wholly 
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clean. Iran mined stretches of the Gulf dur- 
ing the war, to hit ships heading for the 
Arab countries that supported Iraq. The 
Iraqis are thought to have mined their own 
waters in self-defence. Dozens, perhaps hun- 


dreds, of mines are still there. [ran 
seems to have used some (illegal) floating 
mines; even moored mines may break loose 
in storms and float into swept areas. 

The Kuwaitis, at the northern end of 
the Gulf, worry most. In late October they 


safer places. If Russia’s empire starts to 
crumble, Eastern Europe and Soviet Asia 
may become more dangerous ones. 

The hardest conflicts to end are those 
where tribes or ideologies want a bit of 
land controlled by a different set of people 
or ideas. Burma has both sorts of civil war, 
which will probably get worse next year if 
1988’s protesting students are trained to 
handle guns by the long-rebellious tribes- 
men around the country’s periphery. The 
tribal wars in Lebanon, Ethiopia and Pun- 
jab roar on. 

Attempts at peacemaking sometimes 
make things worse. The arrival of the In- 
dian army brought Sri Lanka’s Tamil 
rebels partly under control, at the cost of 
creating a Sinhalese counter-rebellion 
against the government which had 
brought the Indians in. Somalia’s govern- 
ment thought it had taken the sting out of 
its guerrilla enemies by making peace with 
their Ethiopian patrons in April; instead, 
the deal worried the rebels enough to 
make them redouble their attacks, and 
some (probably too gloomy) reports say 
50,000 people died between June and Au- 
gust. In El Salvador the half-hearted 
ceasefires that followed the signing of the 
Arias peace plan in August 1987 have 
given way to the goriest fighting since the 
early 1980s. The reign of peace has not yet 
quite come. 
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summoned an emergency meeting of the Re- 
gional Organisation for the Protection of 
the Marine Environment, a group set up in 
1982 to tackle oil spills; the Kuwaitis wanted 
a joint survey of hazards to shipping. Iraq 
attended, and so did Iran, though at a junior 
level. If the Gulf states can tackle this threat 
together, they might start to co-operate over 
security. Meanwhile, sailors had better keep 
their eyes peeled. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE 


DEG 


Selfwinding with second hand 
and date 


There is still no Blancpain “collection” as 
such. The same case houses each of the 
six “masterpieces” of the art of watch- 
making developed by Blancpain. 


IB 


1735S 


BLANCPAIN 





Each watch is assembled, polished and 
finished by hand by the individual watch 


| maker. 
| Only about a dozen watches, each ind 


vidually signed and numbered, daily 


| leave the workshops of Blancpain — the 


oldest watch name not only in Switzer. 
land, but also in the world. 


BOSTON Dorfmann CHICAGO Tiffany COSTA MESA Tiffany GRAND CAYMAN Dennis Smith HARTFORD Lux Bond & Green KANSAS CITY Tivol 


LOS ANGELES Princess Ermine, Tiffany 
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NEW YORK Cellini, Tiffany, Tourneau, Wempe 
PALM BEACH Mayor's TORONTO European Jewellery BERMUDES Crisson 
Information from: BLANCPAIN SA — CH-1348 Le Brassus - 


NEWPORT BEACH Moboco OMAHA Borsheim': 
ST. BARTHELEMY Point Or ST. MAARTEN La Romana ST. THOMAS Riviera 
Switzerland - Tx 459 420 Tel. 01041-21 845 40 92 





























uropean companies are increasingly using American Depositary Receipts (ADRs) 
to widen their shareholder base. The attractions are enormous as they open up 
the huge American pool of shareholders. 

The benefits, risks and costs of issuing ADRs - and the IR implications - are 
investigated in the latest issue of Investor Relations, published by The Economist 
Publications. 

As the European investor relations industry grows rapidly - both in size and 
sophistication - you can keep up-to-date on the latest developments with Investor 
Relations, Europe's first magazine devoted exclusively to this subject. 


Also featured in the latest issue:- Public relations - Why the relationship between PR consultants and 


Shareholder analysis - The latest techniques for analysing share- financial journalists is a vital link in the communicant chain. 
: holder databases to help you detect predators at the earliest Please complete the order request below to subscribe to Investor 


Stage and establish effective communications with shareholders. — Relations. 


Tl opts for IR - Investor Relations investigates why the TI g roup | - e 


has appointed its first in-house investor relations executive. tf you need to reach over 8,500 investor relations officers, chief 


AR Services - What the IBES Global Investor Relations service can executives, finance directors and company secretaries, Investor 
do for you. | | Relations is the perfect marketing tool. For more information 


OE cana, nif E l about advertising, please contact John Clapp on London 
Designs on annual reports - Why CEOs now lavish attention on. 839 7000 Ext 468. 


annual reports to sharpen their companies' images among indi- 
vidual and institutional investors. 










































BET plc - IR plays a central role in BET's corporate strategy. 
Investor Relations reveals why and how. 


The Economast Publications Lenie, 40 Duke Street, London WIA TDW 
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Please send me .......... subscriptions to Investor Relations (four issues) 
Price including postage: £40 UK; £45 Europe; | 
US$80 North America; £48 Rest of World 
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{ Payable to The Economist Publications Ltd) 
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EUROPE | 


A common market for the spirit 


Two ideas inveigled Europe i 


Watch out, says our special corres 
of a third Euro-idea in 1989: the 


OTH the EEC’s Project 1992 and Mr 

Gorbachev’s perestroika are driven by 
economics. This leaves a gap in the market 
for spiritual goods. Enter the Pope, with 
plans to relaunch religion in both halves of 
the continent. About a third of Europe's 
820m people are baptised into the Catholic 
church, but only a small proportion of them 
practise their faith. The Pope wants not only 
to bring Catholics back to his churches, but 
also to encourage all Europeans to look to 
their religious roots. 

People close to the Pope in the Vatican 
say that his strongest concern is.now for Eu- 
rope. A first sign of his campaign for a "Eu- 
rope without spiritual frontiers” was his de- 
cision to address the European Parliament 
in Strasbourg in October. There (after the 
cries of “Anti-Christ” from an Ulster Prot- 


Ripe for Roman conquest? 


Catholics in Europe* 
0.00 Total number of baptised Catholics, m 0.00 as * of total population 


002 | 0.03 Turkey 
0.004 | 0.08 Finland 
0.02 {} 0.45 Norway 
0.05 jos Greece Total number of Catholics in: 
Europe (including Soviet Union) 288m 
0.03 ||0. 
Jo 5 Denmark World tita 
















0.06 []0.7 Bulgaria 
0.1 U 1.4 Sweden 
8.0 L] 2.8 Soviet Uniont 


3. RA) East Germany 
57 BE 3 United Kingdom 
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37.8 


Sources: Catholic anA United Nations 
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in 1988: the REC t single European market, 
and Mikhail Gorbachev's misty talk o 
ondent i in Vatican City, fo 


“common European house". 
or the coming 


estant had been silenced with the help of the 
son of the last Habsburg emperor) he gave 
warning that the "future dignity of Euro- 
pean humanity” was in danger if God were 
excluded from Europe's grand projects. 

Mr Gorbachev uses a bricks-and-mortar 
metaphor in talking of Europe's common 
house; the Pope prefers biology. "As one 
who knows the aspirations of the Slavic peo- 
ples, that other lung of our common Euro- 
pean homeland," he told his audience in 
Strasbourg, "my wish is that Europe, by cre- 
ating free institutions for itself, may one day 
expand to the dimensions bestowed on it by 
geography and above all by history." Just a 
normal Polish wish to roll back Yalta? Not 
exactly. The rolling back, he hopes, will 
work in both directions. 

[t is the advent of glasnost in the com- 
munist half of Europe that offers fresh scope 
to the Pope's European policy. Most East 
Europeans' faith in Marxist materialism 
died years ago; now the search for new val- 
ues is on, and increasingly open. At stake, 
say the Pope's advisers, is the creation of 
moral rules for post-communist Eastern Eu- 
rope. The Catholic church thinks it has a 
comparative advantage as the spiritual mar- 
ket opens up. After all, its brand has been 
around for nearly 2,000 years, though it has 
suffered for the past 40 years from restric- 
tions on advertising. 

The Pope hopes to lead the new sales 
pitch from the front. He has got himself in- 
vited to Hungary in 1990, his first foray into 
Eastern Europe outside his native Poland, 


* Latest eslimales t Hncladeg den eastern-rite Catholics * Estimate based on last count before all religion was banned in 1967 
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Ave, Europe 


which he has already visited three times 
since moving to Rome in 1978. A tour of 
Yugoslavia is under discussion, though Or- 
thodox Serbs do not want him because a pa 
pal visit would be more wind in the sails of 
Catholic Slovenes and Croats. And the So- 
viet Union, where the Pope would love to: 
call on staunchly Catholic Lithuania? he 
trouble is that he would also want to go tc 
the Ukraine, and would insist before come 
ing that its Catholic eastern-rite chure " 
suppressed by Stalin in 1946, be legalisec ed 
again. Mr Gorbachev would prefer to ava E 1 
any rise of religious (hence nationalist) fe 
vour in the Ukraine, the second- biggest : 
viet republic after the Russian one. 
Pope's Soviet visit may have to wait. 

So his eastern campaign cannot rely 
mainly on personal endorsement. It needs 
manpower and money. Priests and lay activ- 
ists have to be trained, literature distrib- 
uted. Help, the Pope believes, has to come 
from the West. R 

For years the Catholic church in West- 
ern Europe, through charities like Aid to 
the Church in Need, has supported the 
poor, struggling church in Eastern Europe 
But the sharp decline in church-going in 
Western Europe since the mid-1960s has hit 
church income. The fall in the value of the 
dollar has diminished the contribution t ir 
United States makes to other Catholics, and 
has put extra pressure on the church ) 
Western Europe, which already d M 
lot towards Catholics in developing cou 
tries (see pages 65-70). 

This is where papal biology starts to puf 
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it. The Pope’ s idea seems to be thar the 
stern lung", toughened through adver- 






ne—and so cause more money to be 
umped back East. That partly explains why 
e has just arranged the appointment as 
rchbishop of Cologne, Europe's richest 
atholic diocese, of Cardinal Joachim 
leisner, the head of the church in East Ger- 
any. This was a controversial choice. 
ome West German Catholics complained 
at Cardinal Meisner, who like the Pope is 
conservative, might be too sympathetic to 
claims of the church in the communist 
ld at the expense of that in the third 
orld, The Pope, determined to pursue his 
aw European policy, overruled them. 
Masnost gives the Pope a genuine 
yortunity in the East. Whether the East 
-also do much to promote religion in the 
t, which already has a free market in 


is, is more dubious. When eastern stars 
Mr Aleyander oum and Mr 


TI PARIS CORRESPONDENT 


ANCE'S Roman Catholic bishopi 
; are landing up with surprising fre- 
quency where they normally least want 
be: on the front page. Last October 
hey made headlines by their open disap- 
proval of Mr Martin Scorsese's film, 
"The Last Temptation of Christ”. They 
-did it again soon after by quiet pressure 
igainst the sale of a prescription abor- 
tion pill. In December they caused an- 
other stir by objecting to a government- 
backed anti-aips campaign on television 
promoting the use of condoms. 

Ss Though they say their job is not to 
follow opinion, most bishops would 
probably agree that their autumn sortie 
was not a great worldly success. The 
controversial film was shown anyway. 
The controversial pill will be distributed. 
A poll suggested that roughly half of 
even practising Catholics thought the 
. bishops had overstepped the mark in 
. telling French people what films they 
-should avoid or what not to wear in bed. 
Several bishops, including the Arch- 
bishop of Paris, Cardinal Lustiger, have 
now backed down on condoms, describ- 

< ing them as "a lesser evil". 

_. What irritates the bishops is that the 
publicity has tended to miss the one 
thing they are keen to talk about: their 
efforts to adapt themselves to a secular 
society and to unorthodox currents with- 
. in their church. French Catholicism is 
.. broad but shallow. Four French people 
` out of five call themselves Catholic and 
mark birth, marriage and death in a 









































ty, can breathe new life into the western - 


subsidies. Others think they were trying 


- Catholic church. Yet only 10-15% of centuries. 


b ope him- 
self) bemoan the West's $ lack of ‘ ‘spiritual 
ity", it makes little obvious difference. Slo- 
gans that work in one market may fall flat in 
the other: rather as, in bad Slavic transla- 
tion, "the spirit is willing but the flesh is 
weak" becomes “the vodka is good but the 
meat is lousy’. | 





European Commission 


The team to 1992 


FROM OUR BRUSSELS CORRESPONDENT 


HE president of the European Commis- 


sion, Mr Jacques Delors, has set himself 


up as Mr 1992. The way he doled out the 
jobs among his 16 colleagues in the new 
commission which takes over on January 
6th leaves him with no rival. The task of cre- 
ating the seamless EEC market by the end of 
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French people go to church regularly. 
The mainstream practising Catholics 
tend to be quiet and élderly, not the 
boat-rocking sort. On each side are more 
turbulent currents: the “charismatics”’ 
and the “traditionalists”, neither of 
whom are content with the present. 

The charismatics seek an exuberant 
return to early Christian roots, stressing 
personal faith and shared ritual. From 
nothing in France a few years ago they 
now number perhaps 50,000. The tradi- 
tionalists, followers of Archbishop Le- 
febvre, an excommunicated French prel- 
ate with a church in Switzerland, want to 
get back to the Tridentine Catholicism 
that prevailed for four centuries in Eu- 
rope between the Counter Reformation 
and the aggiornamento of the 1960s. — 

Navigating these currents demands 
skill. Some people think the bishops 
were wrongly emboldened this autumn 
by the success of the 1984 campaign to 
prevent new regulation of private, 
mainly Catholic, schools that get state 
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to woo back some traditionalists. Actu- 
ally, the wiser bishops seem to be moving 
to a subtle position: reticence on political. 
matters and a certain tolerance on per- 
sonal morals, but activism in making pol- 
icy on tricky new issues of medical and 
bio-ethics, such as gene research. Many 
lay panels concerned with these things in 
France turn naturally to advice from Je- 
suit or Dominican scholars, who have 
been slicing and splicing concepts for 
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did ori i all lies with Mr Delors... 

This commission faces a big job: its four- 
year mandate leads right up to the end of 
1992, when the great Euromarket is sup- 
posed to be completed. The new team has 
the familiar mix of former government min- 
isters, party time-servers and technocrats. 
Has Mr Delors at least placed them where 
they can be most effective? 

Up to a point. Most of the portfolio 
held by Lord Cockfield, who was sacked by 
Mrs Thatcher for being too European, goes 
to a West German ex-economics minister, 
Mr Martin Bangemann. Mr Bangemann 
comes with some political clout, but not 


-with the reputation for conceptual thinking 


that his predecessor enjoyed. The contro- 
versial job of fiscal harmonisation has been 
taken away from him and given to Mrs. 
Christiane Scrivener, the new junior Frenc* * 
commissioner. He has also lost responsib : 
ity for harmonising financial services; this © 
goes to Mr Leon Brittan, Mrs Thatcher' s re- 






placement for Lord Cockfield. 


Mr Delors's toughest fight was to keep 
Mr Manuel Marin, the senior Spanish com- 
missioner, away from control over the Com- 
munity's budget. Mr Marin, with the strong 
support of his prime minister, Mr Felipe 
Gonzalez, had set his heart on the post. This 
was not because of a love of crunching num- 
bers but as a way of directing Community 
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Supernova Delors 


spending towards programmes of interest to 
Spain and of getting more jobs in Brussels 
for Spaniards before 1992. 

Mr Delors bought off Mr Marin. In ex- 
change for the budget portfolio, Mr Marin 
settled for overseas development plus fisher- 
ies. These were two separate, full-time port- 
folios in the outgoing commission. Spain 
has the EEC’s largest fishing fleet, and Span- 
ish fishermen are considered more than a bit 
cavalier about rules by their Breton, Irish 


and British colleagues. For them, giving fish- 
eries to Mr Marin is like putting a robber in 
charge of the crown jewels. 

A star or two may emerge from the new 
commission (watch Mrs Vasso Papandreou, 
in charge of social affairs). Few people 
thought Lord Cockfield would shine when 
he arrived in Brussels four years ago. But for 
the moment Mr Delors beams more or less 
alone—a shade too brightly for the liking of 
some, especially the British and the Danes. 





Frontier-free EEC 


Plenty to declare 


e^ the end of 1992, according to the European Community's brave plan 
r a frontier-free internal market, border controls between EEC countries 
are supposed to disappear. They won't 


Crossing frontiers between 
EEC countries has, over the 
years, become a lot simpler. 
Belgium, Holland and Luxem- 
bourg eased border controls 
within their Benelux customs 
union in 1947, ten years before the found- 
ing of the Community. On a good day, mo- 
torists can drive past the remnants of cus- 
toms and passport posts at 70 mph, though 
trucks still stop for an unfussy check. 

Other EEC countries have not gone so 
far, but all are moving in the same direction. 
In 1985 France and West Germany joined 
the Benelux countries in signing the so- 
called Schengen agreement, designed to ease 
frontier formalities for people and goods. It 
has, up to a point. But the plan is also run- 
ning into the sort of difficulties which make 
talk of a truly frontier-free Community by 
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the end of 1992 sound far-fetched. 

Under the Schengen plan, frontier 
checks between the five countries involved 
were to disappear by 1990, a big step to- 
wards the planned removal of checks be- 
tween all 12 EEC members by the end of 
1992. But enthusiasm for removing all fron- 
tier checks is wilting. West Germany fears 
that more drugs will come in from easy-go- 
ing Holland; France worries about guns 
from Belgium. The Schengen agreement has 
reduced border controls to spot checks, but 
frontier posts are not about to vanish. 

Project 1992 says they should. By pass- 
ing the Single European Acct, all EEC mem- 
bers committed themselves to creating a 
market “without internal frontiers” by De- 
cember 31 1992. Controls between the 12 
countries are supposed to give way to con- 
trols at the rim of the Community, and to 


spot checks anywhere inside it. 

Britain is the most blunt in saying that 
this just won’t happen. “It is a matter of 
plain commonsense”, said Mrs Thatcher in 
September, "that we cannot totally abolish 
frontier controls if we are also to protect our 
citizens and stop the movement of drugs, of 
terrorists, of illegal immigrants." Britain is 
putting its money where its doubts are. It is 
planning to build a £15m ($27m) customs 
hall at London's Waterloo, the station at 


which channel-tunnel trains will arrive. The. 


French want any checks (since Britain is in- 
sisting on checks) carried out on the train. 
Britain says no, identity and customs inspec- 
tions will be made at the station—adding 
about 30 minutes to travelling time. 

Other EEC leaders may deplore Mrs 
Thatcher’s bluntness, but most share at 
least some of her worries. The heart of the 
problem is distrust of other countries’ rules 
and rigour. 

Will drugs be stopped at Palermo, or ter- 
rorists at Athens? Will immigrants stream in 
through the easiest point of entry (West 
Germany’s constitution grants the right to 
apply for asylum to anyone who turns up)? 
There are no common rules on who can get 
into EEC countries, and how long they can 
stay. Ideas about a common European cus- 
toms force remain quarter-baked. And so 
long as wide differences in tax rates remain, 
some countries will in any case want to im- 
pose a tighter customs regime than the 
Community says is legal: witness the restric- 
tions on duty-free allowances introduced by 
Ireland and Denmark, whose governments 
worry about lost tax revenue because of 
cross-border shopping. 

A glance around the Community shows 
how many different versions of border con- 
trols now exist. Greece is relaxed about pass- 
ports. EEC nationals can enter with nothing 
more than an identity card. Some other 
countries think it is too relaxed about let- 
ting other people in—especially people who 
blow up ships and hijack airliners. 

Before Portugal entered the EEC in 1986, 
officials kept a close watch on all incoming 
foreigners, a hangover from the isolation of 
the Salazar dictatorship. Now Community 
passport holders get through the airport 
check quickly, while others wait. Problems 
begin at customs. Community and third- 
world travellers share the same arrivals area. 
Queues are chaotic if a couple of flights have 
arrived at the same time. The authorities are 
thinking of remodelling the airport to help 
EEC citizens get through faster. 

Denmark is the only EEC country which 
is also a member of another passport union: 
the Nordic one. At the moment Denmark 
insists On EEC visitors showing a passport or 
identifying themselves before entry. Move- 
ment within the Nordic area is then (in the- 
ory at least) free. This means that Denmark 
faces a double difficulty in removing frontier 
posts at its border with West Germany: the 
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other Nordics may complain about a possi- 


- — ble immigrant route through Denmark; and 
xt 


the rest of the EEC will worry about who 


- - comes in by way of Sweden or Norway. 
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In Spain there is a sharp difference be- 
tween controls at land frontiers and those at 
airports. Most motorists, especially those 
coming from France, are simply waved 
through, with the occasional spot check. At 


the airports all EEC nationals have their pass- 
ports inspected. Spain, like Britain, is wary 
of doing away with frontier controls, and for 
the same reasons. Both worry about drugs 
and terrorists; both have a long coastline. 
But they differ sharply over the disputed 
British colony of Gibraltar, where border 
controls with Spain are tough. 

Travellers to Britain from Ireland are 
aware of anti-terrorist officers on the watch 
at ports and airports; those crossing the 
United Kingdom’s only land frontier, be- 
tween Ireland and the British province of 
Northern Ireland, see a display of British 
firearms. Travellers from Ireland are “ad- 
vised” (though not required by law) to carry 
identification, and often get questioned. 

The most formidable frontier of all in 
the EEC may be the domestic border be- 
tween the province of Northern Ireland and 
Britain itself. Part of the British govern- 
ment’s campaign against terrorism is a sys- 
tem of internal exile which can prevent a cit- 
izen of the United Kingdom crossing from 
the province into the mainland of his own 
country. The same citizen may be free to 
travel to any other European country. 

Somewhere out of all this is supposed to 
come a Community with no internal fron- 
tiers within four years. The difficulties lead- 
ing up to 1992 are very like those the 13 
original American states had under their 
first constitution, the Articles of Confedeta- 
tion. From 1781 to 1787 the states were free 
to erect trade barriers against each other. 


Getting even with Mother Goose 


FROM OUR MIDI CORRESPONDENT 


HOSE who like to think that French 
delicacies by nature come out of 
boxes marked “Fauchon” would do well 
to stay out of the Midi just now. Novem- 
ber to February is the season for slaugh- 
tering force-fed geese and ducks for their 
king-sized carcases and distended livers. 
The birds and their livers, some weighing 
more than a kilo, are proudly displayed 
in markets throughout the Midi, espe- 
cially to the south and west of Toulouse. 
The origins of the traditional confit 
and foie gras—the sought-after meat and 
liver, preserved in fat or salt—are pre- 
Christian. France's culinary cult of the 
goose dates from the country's 
colonisation by Rome, when it supplied 
the empire with geese fattened on figs 
and honey. Language boffins trace the 
French word for liver, foie, back to the 
Latin for fig, ficus. 

France's present production of birds 
raised for foie-gras and confit depends on 
stuffing them with less-romantic maize. 
The selected geese and ducks are fed on 
maize porridge pushed down their 
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throats through a funnel. This force- 
feeding, known as gavage, lasts four 
weeks for geese, three for ducks. Battery- 
raising is spreading, to supply canning 
factories and hypermarkets as the de- 
mand for preserved meat and liver in- 
creases. The French appetite for these 
delicacies has grown so insatiable that 
the country is having to import force-fed 
geese and ducks from Hungary and 
Israel. 

Gavage used to be restricted to geese. 
But ducks, cheaper and less tempera- 
mental to raise, now outnumber geese by 
four to one. While the production of 
geese bred for preserves has declined, 
that of ducks (some 5m) has doubled in 
ten years. The prestige of ducks, consid- 
ered the inferior palmiped by many gour- 
mets, has suddenly take a flight that 
leaves geese flapping far below. The 
menu with which the French-Soviet 
team of astronauts celebrated its arrival 
on the Russian space station in late No- 
vember included preserved duck— bred, 
cooked and canned in the Midi. 











The results were disastrous, as even the anti- 
federalists admitted. When the framers set 
to work on the new constitution, they gave 
the power to regulate commerce between 
the states to the federal government. 

So is the answer to give more power to 
Brussels? American history has another les- 
son. In the past 50 years the so-called com- 
merce clause of the constitution has been 
the federal government's single most effec- 
tive instrument for increasing power over 
the states. For example, the key civil-rights 
law of 1964 was based on the government's 
right to control commerce. Even the famous 
Mann Act, by which it is illegal to take a 
woman across a state border for “immoral 
purposes", is based on the commerce clause. 
American conservatives say the early deci- 
sion by the states to give away the right to 
control their borders has led to excessive 
power for the federal government. 


ENEA OE TS. 


Poland 


Exit Marx 


FROM OUR WARSAW CORRESPONDENT 


ILE most Poles are out combing 

through the now nearly empty shops, 

the Polish parliament is spending the last 

week before Christmas putting the finishing 

touches on two radical new laws on the 

economy. The government is in a hurry to 
push the laws through. Why the rush? 

"There's nothing that sharpens a man's 
mind faster than knowing he will be hanged 
in the morning,” remembers Mr Janusz 
Kaczurba, the vice-minister for foreign 
trade. The country’s industry is sliding into 
anarchy, its debt is growing ever more bur- 
densome, 1992 and a faster-moving West 
European consolidation loom. The two laws 
represent a desperate effort by the nay 
prime minister, Mr Mieczyslaw Rakowski, 
and his entrepreneurial industry minister, 
Mr Mieczyslaw Wilczek, to inject the spirit 
of capitalism into a dying Polish economy, 
before it breathes its last. 

On paper, both laws look suspiciously 
similar to proposals made by Solidarity 
economists in 1980-81. One aims to put pri- 
vate, state and co-operative firms on an 
equal footing. Tax discrimination against 
the private sector will end; there is to be 
equal access to bank credits and raw materi- 
als; and, astonishingly, there.are to be no 
limits on the numbers of people private 
firms can employ. Anybody will be allowed 
to set up almost any kind of private business 
without first asking the government for per- 
mission. In theory, this means that the pri- 
vate sector will be able to compete fairly 
with state firms and become a much bigger 
part of the Polish economy. 

The second law, which was influenced 
by advice from western businessmen, the 
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[v mpany new Polish laws, 
een known to make the laws 
pointless, have not yet been pub- 
or have the laws been accompanied 
‘vy any real changes to the state sector, 

which according to official figures still 

makes up 9496 of Poland's GNP and controls 

raw materials and infrastructure. State fac- 
| tories may have their own ideas about how 
-~ "equal" the access to materials will be. Sub- 
PE sidies sill massively distort competition. 



















[5 project. to create a single market by the 
| end of 1992 became credible, with. some 
| question-marks, The way was cleared in 
| February, when EEC leaders reached a 
| compromise on farm reforms, agreed o 

| - new rules for the Eurobudget, and. de- 
a cided t to double spending on poor areas. 


i: d Ministers proceeded to agree on: the 
lifting of capital controls; the 





fr ad haulage to competition; 






op ple to take jobs in other EEC countries; 
: tougher limits for car-exhaust pollution. 





- | 1992 project. Outsiders expressed fears 
- [. that the Community might be putting in 
A place a protectionist Fortress Europe. In- 
] sidethe Community Mrs Thatcher gave 
| warning that Britain would not sacrifice 
sovereignty to 1992; she contested some 
of her colleagues’ insistence on the need 
- for fiscal harmonisation, monetary inte- 
-gration and worker participation. 


| Trade and industry 
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T he Community and Comecon, the So- 
viet world's economic club, established 
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| But there were also arguments over the | 


Managers: remain: more ittereited in in- 
structions from their political superiors in 
Warsaw than in signals from the market. 
The zloty is still inconvertible, and its wildly 
inflated official rate is an accounting night- 
mare for joint ventures. 

The new laws do not have much to do 
with: Marx. wkwardly, Poland's political 

industrial structure still fave ev. 





‘hat is.why few Poles have faith in 
the impressive looking Rakowski reforms. 





T IS nearly a disappointment to think 
. that the murderer of Olof Palme may 


_only have been an odd little man with a gun 
anda grumble. : C 





“onspiracy theories are so 
much more satisfying, especially for police- 


men and politicians. How else to explain to 


confused Swedes why the killer was never 


found ín the almost three years since the 
prime minister's murder in February 1986? 


Conspiracy theories abounded: Middle 


formal beu This opened the way for 
trade deals to be negotiated between the 


 EEC and individual Comecon members. 


By year-end agreements had been signed 


with Hungary and Czechoslovakia. 


The pl Turner tightened i its 





| pone 
cael a rare spia against 
' the Community in the GATT. 


Ministers ended production quotas im- 
posed on the Community's steel preus 


ers eight years ago. 


Agriculture 


SOPHO AS eT nee f*esa EO ENE H ENE ETE REPKE CEE HEE EES EO me an 


The Community's reluctance to go the 
whole American hog prevented agree- 
ment at the mid-term review in Montreal 
of the GATT negotiations on liberalising 
world trade. The Americans wanted a 
commitment by the EEC to phase out farm 
subsidies over a set period. The Commu- 
nity refused, murmuring that it had 
started reforms of its own. 


The Court of Auditors, the Community's 
financial watchdog, uncovered evidence 
of major frauds. All you need to make a 
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The court gave a landmark ruling cea 
firming the European Commission's ri 
to act against foreign-based firms which. 
break EEC anti-trust rules. The judges said 
it was the place where the breach of cone 
petition rules took place, not where the 
company is based, which mattered. Minis 
ters decided to ease the workload of the. 
court's judges by creating a lower cham 
ber—a court of first instance—to take 
charge of some of the routine work. 































Time was, beneath every white Christmas, there 
was a soot-blackened Black Country. Thankfully, 
not any more. 

The Black Country Development Corporation is 


welcoming in a cleaner kind of industry, to create 





5 LAC K jobs without darkening the landscape. 
And, ultimately, creating wealth for Black 
Country people (something that might come in handy 
at this time of year). 
But we don't believe in all work and no play. 
a We're encouraging the construction of leisure 
centres, the planting of trees and the improvement of 





canals, to make the Black Country better for families 
to grow up in. 

We cant guarantee a white Christmas. But we 
can promise an ever more pleasant outlook. 

So from all of us in Black Country House, 
a Merry Christmas. And a prosperous New Era. 
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To: The Black Country Development Corporation, Black Country House, Rounds Green Rood, Oldbury, West Midlands B69 2DG. Telephone: 021-552 4200. Fax: 021-544 5710. 
Please send me background information on how you're working towards a prosperous New Ero. 
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NEW CHRISTENDOM 





The Southern Cross 


In 1900 two-thirds of the world's 558m Christians lived in Europe and 
North America. By 2000 two-thirds of the world's 2 billion Christians will 
live elsewhere. How did it happen? What difference will it make? 


UST outside Brussels- stands a 
M triumphalist pile. The guidebooks call it 
“he Royal Museum of.Central Africa. Bel- 
- gians know it as the “Musée du Congo”. In 
its rotunda are several golden statues by 
Matton of Belgian priests and maidens with 
adoring black children in their arms, on 
their laps and at their feet. They represent 
Belgium carrying "la civilisation", "la 
sécurité ’’ and “‘le bien-être ” to the Belgian 
Congo, now independent Zaire. 

Similar self-congratulation lingers in the 
Church of England's "Hymns Ancient & 
Modern". Hymn 358, for instance, informs 
Anglicans that in Ceylon, now independent 
Sri Lanka, every prospect pleases and only 
man is vile. It continues: 

In vain with lavish kindness 
The gifts of God are strown, 
The heathen in his blindness 


Bows down to wood and stone. 
When Englishmen were singing this, Portu- 
guese missionaries in Goa were requiring 
their converts to Catholicism to adopt Por- 
tuguese names like de Souza, to wear Euro- 
pean clothes and to eat beef to show their 
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contempt for the Hindus' holy cows. Mis- 
sionaries in Africa were as bossy, christening 
their converts with the names of Old Testa- 
ment prophets. Joshua Kumalos and Moses 
Ndhlovus are still common today. 

Such arrogance is now regarded as 
downright unChristian by most denomina- 
tions in a religion that has nonetheless re- 
cently had far more success winning adher- 
ents in the third world than retaining them 
in its European heartland. The "Christian 
Encyclopedia" counts the number of Chris- 
tians in the world, and how many belong to 
each denomination. Its precision is open to 
argument. But the trends are so strong that 
they are beyond quibbling. 

In Africa, the number of Christians ex- 
panded, mainly through conversion, from 
fewer than 10m in 1900 to 236m in 1985 
and is on course to total nearly 400m by 
2000. In Latin America the figures are 62m 
in 1900, 392m in 1985 and 571m in 2000; 
and in South and East Asia, 19m, 148m and 
225m. Meanwhile in Western Europe, old 
Christendom, the number of Christians is 
expected at best to remain steady between 





now and the end of the century. Three-quar- 
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ters of West Europeans profess to believe in — 


God. But when they are pressed by pollsters 


it is apparent that they are thinking about ~ 


different sorts of God. Only about half of 


the believers put their faith in “a personal 


God". The others believe in "some sort of 


life force”. 


European exceptionalism 

Whatever their view of God, fewer and few- 
er practise their faith. Malta and Ireland 
apart, church-going has suffered a calami- 
tous decline almost everywhere in Western 
Europe. Perhaps because it puts so much 
emphasis on weekly participation in the 
mass, the Roman Catholic Church has larg- 
er congregations than other denominations. 
Britain has only about 5.2m Catholics, but 
on an average Sunday more Catholics at- 
tend church than Presbyterians in Scotland 
and more Catholics than Anglicans in Eng- 
land. Including all denominations, about 
one person in ten is in church in Britain 
each Sunday, compared with more than one 
in three in the 1850s. 

In Denmark, Finland, Norway and Swe- 
den upwards of 90% of the population be- 
long to the Lutheran Church, but down- 
wards of 596 bother to enter a church on 
Sunday. Mr Atle Sommerfeldt, a Church of 
Norway official, says that the "privatisa- 
tion" of people's lives means that in West- 
ern Europe union organisers and politicians 
find it even harder to lure people away from 
their televisions and videos than clergymen 
do. In Norway, he notes, total attendances 
in church in 1987 far exceeded attendances 
at soccer matches (6!2m compared with 
about 800,000). 

It is too sanguine a reading. The decline 
in the number of Western Europeans choos- 
ing a religious life is even more marked than 
the decline in the number of churchgoers. 
Places famous for sending priests around the 
world—Alsace, Belgium, Ireland, northern 
Italy—now sometimes find it hard to staff 
their own churches. In the diocese of Santia- 
go.de Compostela, in Catholic Spain, the 
number of priests has fallen from 1,200 in 
1965 to 200 today. India produces more Je- 
suits than any European country. In rural 
England on Sundays, Anglican vicars race 
from village to village to take services. In 
north-west Wales a single Methodist minis- 
ter serves 17 churches. 

Among the many reasons advanced to 
explain the decline, none carries more con- 
viction than the loss of intellectual confi- 
dence. Europe's faith in the goodness of 
God that Christianity vows is to be found in 
all men has been shaken by two world wars, 
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[He's got the whole world... 


| Scale of continents based on share of number of Christians worldwide 


Js Band by the bestiality of Dachau, Buchen- 
- wald, Auschwitz and other death camps. 

E The reluctance for so long of many theo- 

 ogians to accept, still less to come to terms 

with, scientific truths has also damaged 

| Christianity s intellectual standing in Eu- 

rope, where most of the big rows happened. 

d There is no necessary conflict between reli- 

. gion and science. Both Darwin and Newton 

. are buried in Westminster Abbey, and their 

revelations inspired their more open-mind- 

bed Christian contemporaries. Einstein fam- 

~ ously said: “Science without religion i is lame, 

and religion without science is blind.” 

b = Yet even today many influential Chris- 

— tians, not all of them fundamentalists, still 

seem to see science as inimical to religion, 

ee eetmining faith in Christianity as a for- 

. tress of unchallengeable truth. They regard 

almost as apostates the Christian intellectu- 
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World total: 2.02bn Christians 
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* Projections 


als who see their religion instead as a pil- 
grimage through history and through life. 
The pilgrim is always hastening towards all 
truth, but has not yet got there. He limps 
along the way. These are the words and the 
vision of Cardinal Basil Hume, a Benedic- 
tine abbot who was headmaster of Ample- 
forth College, the Catholic Eton, before be- 
coming Archbishop of Westminster. He 
says: "It is sometimes better to know the un- 
certainties of Abraham 's tent than to sit se- 
cure in Solomon's temple.” 

Catholicism, in particular, is also handi- 
capped by its tolerance of relics that are ob- 
vious fakes: a feather from Archangel Gabri- 
el's wings, the last gasp of St Joseph, an arm 
bone of the mother of the Virgin Mary. In 
Phoenix, Arizona, in 1977 a devout woman 
said Christ's face and a holy message were 
revealed to her in a tortilla. On such delu- 
sions the easy-going Italian monsignors of 
the Vatican's Curia are far less inclined to 
take a firm line than their more literal-mind- 
ed North American and North European 
brothers in Christ. If some of the faithful 
find magic an aid to devotion, then what 
harm is done? 


Hopes for a reawakening 


The decline of Christianity in Western Eu- 
rope is not irreversible, although it is hard to 
re-evangelise a place. The task is made hard- 
er by many Europeans having an immature 
understanding of Christianity, because their 
interest in the faith lapsed in their early 
teens. Though Christianity retains a large 
lead worldwide over resurgent Islam, this is 
no thanks to Europe. 

Some nonetheless detect signs of recov- 
ery in old Christendom. Church atten- 


dances have stopped falling, and those who 


fill the pews are more committed than when 
going to church was the done thing. A reviv- 
al of interest in religion is obvious from the 
much increased space devoted to it in the 
daily newspapers. The circulation of the 
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Source: “The Christian Encyclopedia" 





Tablet, a British Catholic weekly, has in- 
creased from about 10,000 to a record 
15,000 in the past four years. Religious re- 
treat houses are packed at weekends. 

An increase in vocations is reported in 
the Catholic Church, though not in the 
sorts of orders and movements that Mr 
George Bush would call liberal. The upturn 
is most marked in such conservative re- 
doubts as Opus Dei, a now worldwide move- 
ment founded in Spain in 1928, Commun- 
ione e Liberazione, the publisher of Trenta 
Giorni, and the Legionnaires of Christ, as 
well as in the contemplative orders of nuns. 

Complaints are heard, mainly from el- 
derly members of the laity, that the calibre 
of men and women choosing a religious life 
is lower than in previous generations. But 
such complaints have been routine since at 
least the eleventh century, when Peter the 
Hermit said that the young were "impatient 
of all restraint; they talk as if they ii 





know everything, and what passes for wis: 
dom with us is foolishness for them.” 

A religion that has exercised and in- 
spired the finest minds in Europe for close 
on 2,000 years has, if anything, become 
more demanding. An old nun instructing 
four novices in Rome says that they are far 
better fitted for the challenges of a religious 
life than the up to 40 novices she once had 
in her care. In the past there were “too many 
pious old maids”. 

For the Jesuits, the Catholic order that 
takes most to heart Christ's directive "be 
wise as serpents and simple as doves’’, stan- 
dards are also higher. It still takes 10-12 
years to educate a member of the long black 
line, but the order now prefers its entrants 
to be graduates in their mid-20s rather than 
teenage boys. It also insists on psychological 
testing. Father Jack Mahoney Sj, professor of 
moral and social theology at King's College, 
London, thinks that today's young Jesuits 
are brighter than his generation. 

The same is true of trainee Anglican 
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who is standing in for the kidnapped Mr 
Terry Waite at Lambeth Palace. His father 
was a clergyman, and when he entered the 
church it was an unexceptionable thing to 
do. Nowadays it is a decision that a young 
man has to justify to his friends, and often to 
his parents. The work, too, is harder. Canon 
Symon's father spent two hours a day in his 
study. Today an Anglican clergyman's study 
is his "office". He is lucky if he can find time 
for reading and reflection. 

Though scepticism is widespread in Eu- 
rope, anti-clericalism is receding. It was most 
virulent in places where an oppressive 
church was in close alliance with a suffocat- 
ing state. Franco's Spain and France before 
the third republic were cases in point. So, 
more benignly, was Belgium, where a Catho- 
lic went to a Catholic kindergarten, school 
and university, joined a Catholic union and 

vas expected to vote for a Catholic political 

arty. In Scandinavia Lutheran pastors bul- 

lied parents into getting their children to 
study Pontoppidan’s Lutheran catechism. 

This anti-clericalism has receded as the 
established churches have distanced them- 
selves from the government and the state. 
The new tolerance extends to Norway, 
where intellectuals until recently were as 
fiercely anti-clerical as Ibsen's plays. Oslo 
University has chosen a theologian, Profes- 
sor Inge Lønning, as its vice-chancellor— 
something, he says, that would have been in- 
conceivable in the 1950s. 

Nonetheless, Christianity in Western 
Europe is unlikely soon to regain anything 
like its old confidence. Catholics are still ab- 
sorbing the shock of Vatican II, the most 
radical reform of their church since the 
Council of Trent (1545-63). Protestants are 
struggling to cope with the liturgical and 
doctrinal challenges presented by the third 
and new worlds. 


aithful America 


Western Europe’s crisis of faith is exception- 
al. In North America, as in much of the rest 
of the world, religion has a strong hold. This 
is not so true of Canada, where the implo- 
sion of the ultramontane Catholicism of 
Quebec shows how quickly a church can col- 
lapse when it becomes fossilised. But Chris- 
tianity in the United States has resisted all 
those -ations that are supposed by sociolo- 
gists to cause a falling off of interest in reli- 
gion: modernisation, secularisation, urbani- 
sation and industrialisation. 

Gallup polls show that 94% of Ameri- 
cans believe in God or a universal spirit (ex- 
actly as many believed in 1947); that 70% 
believe Jesus Christ is God; 71% in heaven 
and 53% in hell. In a typical week just over 
40% of Americans say that they go to a 
church or a synagogue, compared with 37% 
in the 1930s. College graduates (42%) are 
slightly more likely to go than high-school 
dropouts (38%); whites (40%) slightly less 
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priests, according to Canon Roger Symon, 


likely than blacks (4396) and Hispanics 
(4696). Nine out of ten Americans tell Gal- 
lup's pollsters that they pray to God— 3696 
twice a day or more. 

These statistics continue to astound Eu- 
ropean  sociologists, particularly those 
whose experience of America is confined to 
the relatively secular West Coast and Bos- 
ton-Washington corridor. They are also as- 
tounded by the 2096 of Americans (the fig- 
ure scarcely varies from one century to the 
next) who are fundamentalists of one kind 
or another. At the extreme, financially or 
morally corrupt evangelists continue to 
prosper despite periodic public scandals. 

What Americans call the mainline Prot- 
estant denominations have shrunk. Since 
1970 membership of the United Methodist 
Church has declined from 10.6m to 9.2m, of 
the Episcopal Church from 3.3m to 2.5m, of 
the United Church of Christ from 2.2m to 
l./m. This is counterbalanced by the 
growth of other denominations, notably the 
Roman Catholic (46m to 52m) and the 
Southern Baptist (9m to 14m). 

America, too, has given birth to some of 
the most committed churches (or at least 
nurtured them into muscular Christianity): 
the Seventh-day Adventists, the Jehovah's 
Witnesses, the Latter-day Saints (the Mor- 
mons) among them. The Pentecostals, who 
speak in tongues, are hyperactive. Mission- 
aries from the mainline churches now be- 
have more like lay professionals, fitting 
pipes, digging wells, nursing children and so 
on. The Pentecostals prefer the Bible- 
thumping style of old-time missionaries out 
to save heathens from the flames of eternal 
damnation. They are particularly thick on 
the ground in Latin America and parts of 
the Pacific like Polynesia, the Solomon Is- 
lands and Tonga, where they are presenting 
a challenge to more laid-back Australian 
missionaries. 

On controversial issues the American 
mainline churches continue to display a pio- 


Great expectations — 
% believing in life after death, 1981 
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neering vigour. They have taken the lead ii 
excising “sexist language" from the Bible 


hymns and prayers, substituting humankin 
for mankind, God the creator for God thi 
father and so on. This effort won diffident 
backing from America’s Catholic bishops 
when they recommended in 1980 that the 
eucharistic prayers be revised to eliminate 
their exclusively masculine tone—a recom: 
mendation rejected by the Vatican. At th 
1988 Lambeth Conference of the Anglica: 
Communion the pace on the ordination o 
women was set by such turbulent Episcopa: 
lians as Bishop Jack Spong of New Je se] 
Along with the New Zealand and Canadiai b. 
provinces, America had by then ordained 
women as Anglican priests. In September it 
went further in electing a women bishop. | 
[n consequence, the Anglican Commu- 
nion is now split. The Church of England - 
refuses to recognise these ministries. How t 
will react to male priests ordained by women 
bishops or to people confirmed by them 
main troubling questions for the Archbish- 
op of Canterbury, the Most Reverend Rob- 
ert Runcie. Some Anglican priests are. 
threatening to defect to Rome if he bends, a 
prospect that agitates those Catholics who 
think that their church has quite enough re- 
actionaries already. 
American Catholics have proved as tur- 
bulent as their Episcopalian counterparts. | 
Earlier generations of lay Catholics used to 
leave the church if they disagreed strongly 
with its teachings. Today they stay and dis- 
obey—behaviour that has provoked the epi- 
thets “supermarket Catholics” and "pick 'n. 
choose Catholics" from the more pious. A 
Princeton University survey indicated that 
in 1980 about 7696 of American Catholic 
women were using some form of birth con- 
trol, and 94% of these were using a method. 
condemned by Pope Paul VI in his 1968 en- 
cyclical Humanae Vitae (of human life). - 
The church’s teaching on abortion is much | 
less controversial among American Catho- 


» ^ 


n 
~~ 





































































































































ity: 


à LI i * — T 

£—— a 4 2 E " 
T m tay, 3- È ees ARA e of 
NEW CHRISTENDOM - 


lics. Many are shocked by their opponents’ 
use of phrases like "freedom to choose", 
- Which imply a baby is a consumer good. 

The pluralism of American Christians 
- does much to reduce their international in- 
fluence. Whereas 85% of Canadian Chris- 
tians belong to one of three denominations 
_ it takes about 20 denominations to round 
up 85% of Americans. Such a free market in 
religion means that Americans are a small 
minority in most worldwide denominations. 
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. Holy Russia 
"Christianity in Russia and Eastern Europe 
- can be dealt with briefly. It shows remark- 
able and growing strength after the most de- 
termined effort ever made to wipe out a reli- 
gion, but it will inevitably remain absorbed 
in its own problems for the rest of this cen- 
tury and beyond. 
—— — Any. accommodation between commu- 
- nism and Christianity was until recently un- 
_ thinkable to both sides. Resentment had 
built up against the privileges the Russian 
Orthodox Church enjoyed under the Tsars. 
When Stalin succeeded Lenin, he was bent 
on its destruction as an institution. He near- 
- ly succeeded. By 1940 the Russian Ortho- 
- dox Church had all but ceased to exist. 
— The German invasion reprieved it. Sta- 
lin wanted the church's support to rally the 
— faithful, and he got it. The Russian Ortho- 
-. dox Church, like mostother Eastern Ortho- 
-. dox churches, is a national church, patriotic 
sometimes to a fault. The ecumenical pa- 
- triach of Constantinople, the titular head of 
Eastern Orthodoxy, is marooned in a sea of 
— Muslims. He has less influence than the 
_ Archbishop of Canterbury, who serves as a 
- focus of unity for Anglicans, and none of 
- the authority of Pope John Paul II, who of- 
- ten doffs the velvet glove. 
-— .. The Russian Orthodox Church has 
. continued to be tolerated by Stalin's succes- 
~ sors, though sometimes barely. Khrushchev 
= was especially hostile, but for most of the 
- time the Kremlin has feared that greater re- 
. pression might force it underground and 
— make surveillance harder. When it joined 
the World Council of Churches in 1961, the 
- Russian Orthodox Church said it had about 
30m regular adult worshippers, a probably 
= deliberate underestimate. The church was 
anxious not to alarm the Soviet authorities, 
— who remained determined over time to con- 
— vert their country into an atheist state. 
— Since the introduction of glasnost and 
~ perestroika, estimates of the number of wor- 
-shippers have risen to 60m—an extraordi- 
— marily high total after 70 years of sometimes 
. savage communist repression. Many are 
puzzled by the way the church attracts both 
the most backward and the most educated 
— Russians, but few Russians in between. Miss 
- . Jane Ellis, a senior research fellow at Keston 
EN. 
oe - *"The Russian Orthodox Church: A Contemporary 
— A History" by Jane Ellis (Croom Helm) 
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College outside Lo 
have an explanation. She argues* that the 
mysticism of Orthodoxy: : 


[s attractive both to an intellectual searching 
for ultimate truth, with time and capacity to 
think and reflect, and also to someone engaged 
in hard but mentally undemanding manual la- 
bour, also with much time for reflection, closely 
attached to the earth, the weather and the 
changing seasons, and so led by his daily work 
to ponder the mysteries of nature and creation. 
The intermediate strata of skilled workers, 
managers and technocrats, by contrast, are gen- 
erally more orientated towards action than 
reflection. 


Institutionally, Russian Orthodoxy is emaci- 
ated. In 1914 it had 54,000 churches and 
25,000 chapels. It now has fewer than 7,000 


Repairing years of communist neglect 


churches and chapels, and not enough 
priests to serve them. The country’s reli- 
gious laws, which the communist authorities 
have promised to liberalise, are still a strait- 
jacket. Priests are confined to spiritual du- 
ties. They cannot perform charitable work, 
engage in religious teaching or visit needy or 
sick people. Orthodox priests report that 
uncertainty about Mr Gorbachev's inten- 
tions has caused the KGB to relax its surveil- 
lance and to pause before harassing pil- 
grims. It was common until recently, for 
instance, for military exercises to be held 
near shrines on holy days so that pilgrims 
could be denied access. 

The uncertainty vexes those priests who 
are unwilling to court martyrdom. They do 
not know how to respond to the increasing 
flow of young people who come to them 
seeking answers. If they try to explain Chris- 
tianity to them, will they be judged guilty of 
seeking to make converts—or is this now 
tolerated? 

Whatever happens, the Russian Ortho- 
dox Church is likely to remain introspec- 
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tive. It is hard pressed to meet the demands 
put upon it by Holy Russia, with only one 
priest for every 10,000 believers. Missionary 
zeal, never a strong feature of Russian Or- 
thodoxy, will remain in check. 

So will ecumenism. The Russian Ortho- 
dox Church is still stuck in the Middle Ages, 
largely unaffected by the Renaissance, the 
Reformation, the Counter-Reformation or 
the Enlightenment. Its liturgy has hardly 
changed during its first millennium. Much 
of the Church Slavonic is archaic. Some 
younger converts want the language mod- 
ernised. Other worshippers resent the way 
their language has been "sovietised". For 
them, the beauty of the language, and the 
splendour of the medieval trappings, are the 
glory of Russian Orthodoxy. 

Christianity is still under siege in much 
of Eastern Europe. East Germany and Hun- 
gary are only relatively tolerant countries. 
Poland, where the Nazis tried to destroy th 
Catholic Church, is in a class of its own. Nz 
tionalism and Catholicism go together, and 
make a potent mix. How much is one and 
how much the other, God only knows. The 
country by 1980 had twice as many churches 
and priests as it had before the second world 
war, yet Sunday services are so packed that 
the pews have to be removed to create more 
standing room. 

The election of a Polish pope in Octo- 
ber 1978, breaking a succession of 44 Italian 
popes dating back to 1523, increased the 
country's religious fervour. So did the mur- 
der four years ago by the Polish secret police 
of Father Jerzy Popieluszko, a priest who had 
campaigned for the trade union Solidarity. 

Polish seminaries are more crowded 
than Wormwood Scrubs, with three or four 
seminarians to a cell. Even the reopened 
seminary at Szczecin is full. In a single dio- 
cese, Cracow, about 400 men are training 
for the priesthood. Some will have to be 
found employment abroad, so Poland i 
poised to fill gaps left by the Irish, the Ital- 
ians and others in staffing churches and mis- 
sions around the world. The traditional 
Marian Catholicism they take with them 
will be more firm than reflective. 


The new majority 


Many Christians in the third world are as 
fervent as the Poles. They are not, however, 
anything like as radical as is commonly sup- 
posed. A myth has grown up in the West, 
among churchgoers and non-churchgoers 
alike, that they are bent on revolutionary ac- 
tivity and inculturation (ie, merging native 
ideas and practice with Christianity). This is 
almost an article of faith with those home- 
counties Anglicans who write angry letters 
to Lambeth Palace demanding that the 
Archbishop of Canterbury silence South 
Africa’s Archbishop Desmond Tutu. Those 
Americans who think liberation theology is 
communism in a surplice believe it too. 
In truth, much of what is common 
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knowledge ^ about third-world 
churches is false. African Christians, 
for instance, are supposed to be unit- 
ed in pressing for the “Africanisa- 
tion" of the liturgy and for the 
churches to accept polygamy as a le- 
gitimate form of Christian marriage. 

A visit to South Africa or Zaire 
will suggest there is something in this 
caricature. In both countries, for 
good but different reasons, many 
blacks resent what whites have done 
to them. President Mobutu Sese Seko 
of Zaire has encouraged the introduc- 
tion of authenticité. Sermons are in- 
terrupted by applause and shouts; the 
bread and wine are danced up to the 
altar. In South Africa, black Chris- 
tians have shown an amoeba-like pro- 
pensity to form breakaway churches. 
It helps explain how, by 1985, there 
were 22,190 denominations in the world (up 
from 1,900 in 1900), with five new ones be- 
ing founded each week. 

Zaire and South Africa are exceptional. 
In much of Africa, particularly where Chris- 
tianity rubs up against Islam, the enthusiasm 
for inculturation comes not from the Afri- 
cans themselves but from western mission- 
aries and helpers. Everybody can see that it 
makes no sense for an African congregation 
to sing about “the faith of our fathers" or 
wintry carols like "Good King Wenceslas”. 
Breast-feeding of babies during services is 
also relatively uncontroversial. So is the way 
masses and other services do not begin on 
schedule, but when the worshippers feel in 
the right mood. 

But many Africans are genuinely 
shocked when westerners come up with 
such radical ideas as substituting beer and 
sadza in the eucharist, because wine and 
bread are Mediterranean staples. African 
nuns want their orders to pay more atten- 





Chowan Christian Comrades 
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tion to the Pope’s strictures about wearing 
religious dress. They tut about their Europe- 
an sisters abandoning the habit for everyday 
clothes, with only a crucifix worn as a 
brooch to show their calling. 

African Catholic bishops are just as 
conservative. They studied for their post- 
graduate degrees in Rome and, like count- 
less others before them, found it a seductive 
experience. Some have taken on the man- 
nerisms and outlook of a prim Italian monsi- 
gnor. Hence the Vatican joke: "When in Af 
rica do as the Romans." 

Africa's 175 Anglican bishops tend to 
be more independent-minded, perhaps be- 
cause the Anglican church celebrates diver- 
sity. Yet even they are sometimes reluctant 
to tug, let alone cut, apron strings. At the 
Church of England synod in London in No- 
vember, Bishop Dinis Sengulane of Le- 
bombo in Mozambique was shocked by the 
idea that future Lambeth conferences might 
be held outside England. For many Afri- 


NEW CHRISTENDOM 


cans, the bishop said, England was a 
place of pilgrimage. “Whether you | 
like it or not, you are the mother of. 
the Anglican Communion." 

Some of the suggestions for incul- 
turation are widely seen as backward — 
steps. The Very Reverend David Ed- 
wards, provost of Southwark Cathe- 
dral, notes that Christianity repre- 
sents modernity for many Africans— - 
and modernity above all means liber- 
ation from control by malign gods, - 
evil spirits and witchcraft}. African 
women are alarmed about where the 
recently more tolerant attitude of the 
Anglican and Catholic churches to- 
wards polygamy in Africa might lead. 
They have been grateful for the insis- 
tence of the churches that a husband 
should, “forsaking all other, keep 
thee only unto him, so long as ye both 
shall live”. 

The broad generalisations made about 
Asia also fail to survive scrutiny. Asian 
Christians, it is said, are so hugely outnum- 
bered by Muslims, Hindus and Buddhists 
that they cling to each other for comfort and 
are unwilling to contemplate changes in 
doctrine. In fact, some Asian Christians are 
far from defensive. In the Philippines, where 
the Catholic Church was prominently in- 
volved in the struggle that toppled the dicta- 
torship of President Ferdinand Marcos, mis- 
sionaries are being trained to spread the 
gospel's good news to Thailand, Indonesia, 
Papua New Guinea and even Australia. In 
South Korea Christianity, which gained 
prestige in the campaigns for democracy, is 
winning adherents so fast that the country is 
on course to become the second large nation 
in Asia, after the Philippines, with a Chris- 
tian majority. In Malaysia and Singapore de- 
mands from Christians for more democracy 
are agitating increasingly authoritarian 
governments. 

In Latin America, where western con- 
sérvatives worry about the way liberation 
theology has created a genuinely popular re- 
ligious-political movement, American sects 
have won millions of converts. Pro Mundi 
Vita, a Catholic research body based in Lou- 
vain in Belgium, counted more than half as 
many North American missionaries (1,498) 
as Catholic priests (2,240) in Central Amer- 
ica, excluding Mexico, by 1979. Most of the 
sects are as conservative on political and so- 
cial questions as on religious ones. 


The new agenda 


It is nonetheless certain that the shift of 
Christianity's centre of gravity, from the 
rich north to the expanding populations of 
the less developed world, will change the 
way the faith is preached and practised. The 
Christians of the third world already out- 


t"The Futures of Christianity" by David L. Edwards 
(Hodder & Stoughton). 
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im t the Christians of North ren 
x of Europe from the Atlantic to the 
Jrals—and the margin will widen further by 
0 )00 B Their influence on worldwide denom- 

itions is at the moment disproportionate- 

y: small. It will not remain so. The following 
e among the changes in store: 

eA A bias to the poor. This Latin American 

idea was popularised in Europe by, among 

, Bishop David Sheppard, a former 

i Er =n and cricketer. He was thinking mainly 

of Britain, but an emerging bias to the poor 

is much more obvious on development is- 

sues—as was plain from the interventions 

by Archbishop Tutu and others at the Lam- 

bet conference. 

_ The bias is inevitable. To take a current 

‘in point, the third-world debt saga al- 

"a mo s st inevitably looks different when seen 

through, say, Swiss or Japanese eyes than 

: th 1 rough Brazilian or Nigerian ones. The 

| Hs E ne churches do not think that they 

| re either the competence or the responsi- 

jility to come up with technical solutions to 

ec conomic problems. But they are sure that 


>) 


they have a moral responsibility to cam- 
pai gn for economic sacrifices to be shared 

mec equally, with those who can afford it sac- 
rifi icing more. 

West Europeans and North Americans 
are going increasingly to feel on such North- 
| So out issues that their fellow Christians in 

pond world are guilty of double stan- 

ds when they emphasise the social con- 

E oí the gospels. Father Walbert Bühl- 

m nar E. who spent many years as a missionary 

Brennan, could see it emerging when he 
wrote as long ago as 19751: 


m Ati udes and statements must necessarily vary 
according to circumstances and will sometimes 
. appear contradictory. The selfish nationalism 
: of great powers must be opposed while the ex- 
. aggerated self-consciousness of smaller peoples 
must be met with understanding and sympathy. 
. On principle, violence is to be rejected, but we 


side with those who are fighting for freedom 


and human dignity. We must denounce injus- 

tice and oppression and at the same time do 
what we can to keep our influence over the op- 
 pressors, to dissuade them from continuing 
oppressive policy. For these purposes the 

E. Ed needs both prophets and diplomats (in 


Ai T good sense which is compatible with the 


ae 


e Just revolution. Many influenced by lib- 
eration theology want the Catholic Church, 
z church of more than half the world’s 
Christians, to extend its centuries-old de- 
Ff ence of tyrannicide and a just war to a just 
revolution. The idea has caught fire in Latin 
America, and especialy in the Central 
ja merican bit of it where right-wing death 
1ads have murdered scores of nuns and 
riests during the past two decades. 
5: E As with Father Popieluszko in Poland, 





3 ET the coming of the third church" by Walbert 
T pues (St Paul Publications). 


n. 470 


Eam 7 Tiute 622225 au C cd 


the blood of the Miutys is once more prov- 


ing the seed of the church. Central Ameri- 
cans are inspired by the memory of Oscar 
Romero, the Archbishop of San Salvador, 
who was a conservative until he was radica- 
lised by institutionalised violence. He was 
shot dead while saying mass on March 24 
1980. The institutionalised violence of the 
South African government has led to simi- 
lar demands in Africa that Christian 
churches should give less stinting support to 
the oppressed majority in South Africa in 
their struggle against apartheid. 

In countering these demands with the 
argument that non-violence is central to 
Christianity, American and European 
Christians are having to question their own 
assumptions. If violence is not justified 





South Africa’ s turbulent sckbidkoo 


against apartheid, can it ever be justified? 
Should not Christians in Britain and Amer- 
ica who urge the African National Congress 
to disavow violence have been less ready to 
endorse their own government's resort to vi- 
olence in, say, the Falklands and Libya? 
$ Interrupted dialogue. The new majority 
is going to make it harder for the mainline 
churches to continue their live-and-let-live 
approach to other great religions. Muslims, 
in particular, are not showing the same tol- 
erance in return. The idea that Christians 
should have as much right in Islamic coun- 
tries to seek and make converts as Muslims 
have in Christian countries is routinely re- 
jected. So are calls for the relaxation of such 
Islamic laws as tħose that prevent a Muslim 
woman from marrying a Christian. 
Discrimination against Christians living 


among Muslims is not confined to funda- 


mentalist countries like Iran. Members of 
the Coptic Church in Egypt complain of in- 
sidious pressure to convert to Islam. Peasant 
farmers can resist it. Middle-class Egyptians, 
who want their children to get on in life, feel 
the strain when they see increasing discrimi- 
nation against Christians in government 
employment and contracting. In Iraq, Syria 
and even Turkey, a country with ambitions 
to join the EEC, Christians complain that 


deli are T as uiu. 

Hindu India is also becor 
ant. Foreign missionaries fin 
get their visas extended. Sev 
hibit or discourage evangeli 
ables who convert to Christia 
the government help with hc 
that they would have been « 
they remained Hindus. The ] 
ties argue that since Christi 
treat anybody as an untouch 
to be such when they conver! 

Christians in these count 
their churches turning the 
They want dialogue discontin 
who tolerate the bullying of € 
e Married priests. Outside o 
ica and parts of Western E 
priests is a non-issue for thx 
tions that still refuse to orda 
the allegedly sexist language 
prayers and hymn books. But 
that in Africa and Latin Amet 
lic Church will have to drop it 
celibacy and allow priests to r 

Such a change would rx 
dented. The Catholic Churc 
and thrived for nearly 2,000 
sisting irresistible changes. Fc 
old teaching against usury, 
have excluded Christians er 
sort of money lending for a r 
ago quietly abandoned. 

The Catholic Church ali 
vere shortage of priests in S 
The number of young men 
naries there has increased sh: 
so the number of Catholics p 
continent is projected to ris 
2000. The shortage of priests 
acute, but only because the V. 
sen to overlook the numb 
priests who have what is del 
"lasting relationship with a w 

There is nothing new abc 
pretending not to notice wha 
ient to see. An ambassador 
government in the eighteent 
Rome everybody gives ordei 
obeys them and really .thi: 
enough." But things have co 
pass when Jesuits have to be « 
ops in some places because a 
priests who would make goc 
living in sin. 

The gender of the priest 
ars, ministers and evangelist: 
of the faith are, however, far 
than its content. Christianit 
sive religion. It responds to t 
the faithful. The new majo 
selves as under-privileged an: 
Their saviour is not the triun 
the King of old Christendo: 
tendom's saviour is Jesus th« 
crusader against injustice. H 
the afflicted and afflict the cc 
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The Eyed Hawk moth is far from defenceless. 


it can- hear the approach. of a bat long 
before the opposition's acoustic sensór becomes 
effective. 

With its vibration receptors it can detect an 
approaching predator and respond with a threat 
display using its spectacular eye-spots. 

Chemical sensors on the antennae identify 
friends’ odour signals. 

Effective integrated systems of defence and 
communication. 

Such interlocking system solutions, 
developed from comprehensive threat analysis, 
are the Plessey approach to defence in the air. 

With voice and data communications, 
navigation, identification, flight data, electronic 
warfare and weapon system electronics, and 
Support from a large specialist software team, 
we are an established supplier in this technology. 

Hence our prime contracting and collabora- 
tive roles in communication and navigation 
| projects such as JTIDS, GPS and NIS, the NATO 
identification system. 

In air defence, we have the technology to 
meet the needs of today’s air forces. 


Q PLESSEY 


Plessey Electronic Systems Limited 
Addlestone, Weybridge, Surrey, United Kingdom KT15 2PW 
Tel: Weybridge (0932) 847233 Tx: 936082 


Plessey and the Plessey symbol are trade marks of The Plessey Company 
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If the Market never sleeps, when can 


the Financial Director go to bed? 








Unless you're happy to work a twenty loans and deposits, currency swaps to options. 
four hour day, it’s impossible to keep up with Its an action plan that provides the most 
the sudden peaks and troughs of the world’s rapid response to the ups and downs of fickle 
currencies. currencies. Because, round the clock, round 

Overnight that safe as houses overseas the world NatWest is dealing in all the key 
investment can become a house of cards. financial centres. 

But there is a cure for this high risk Operating in 36 countries, with a AAA 
nightmare. Talk to NatWest. Because Risk rating and an asset base of over US$160 billion, 
Management is our business. NatWest can see every move the market makes. 

And this is how it can work for yours. So we can act instantly on fluctuations in 

We'll assign you an Account Executive. exchange rates. Action that can make all the 
Working with our Treasury Specialists he'll difference to your bottom line. 
build you a strategy that minimises your risk Discover how Risk Management can help 
and maximises your opportunities. put your mind at rest. Call London 01-920 

This strategy would include various finan- 5095 to establish your local contact point. 
cial instruments. Risk Management by NatWest e 

They could range from foreign exchange to -The Action Bank 
Australia: 177326 * Bahamas: NS20111 + Bahrain: 8559 * Belgium: 21208 * Canada: 06-22572 * Federal Republic of Germany: 416500 + France: 210393 * Gibraltar: 2114 * Creece: 216673 * Hong Kong: 61672 » Ireland: 25166 
Italy: 320663 - Japan: 28292 « Malaysia: 33084 * Monaco: 489588 « Netherlands: 50641 - Singapore: 28491 » South Korea: K33 282 * Spain: 23572 * Sweden: 15050 = Switzerland: 812186 + UK: 885361 * USA: 233563 - USSR: 413258 

National: Westmivater Bank PLC: ember of THRO. A consedüenbe of your effect 


a transaction through a branch of the Bank outside the United Kingdom will be to exclude you from the benefit of the rules and regulations made under the Financial Services Act 1986 for the protection of investors 
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The 65-year-old Norman Macrae retires this week as deputy editor of The Economist. 
He will still be writing for the paper, but ends nearly 40 years of what has hitherto been 
his main job—being partly responsible for what other people write, inside The Econo- 
mist's college of opinion. His last survey as deputy editor contains his personal guesses 
about the main changes ahead, in ways that will be controversial. The first article dis- 
cusses where the rich countries have got to, without most of them recognising it 


THIN a hundred years, guessed Maynard 
Keynes in 1928, the standard of living in 
Western Europe and America “will be between four 
and eight times as high as it is today". Since nobody 
could sensibly wish to consume four or eight times 
as much as he did in 1928, people would come to 
recognise the pursuit of money for “what it is, a 
somewhat disgusting morbidity, one of those semi- 
criminal, semi-pathological propensities which one 
hands over with a shudder to the specialists in men- 
tal disease”. "For the first time since his creation”, 
enthused the Arts-Theatre-founding Keynes, “man 
will be faced with his real, his permanent problem— 
how to use his freedom from pressing economic 
cares, how to occupy the leisure, which science and 
compound interest will have won for him, to live 
agreeably and wisely and well". 

From his observation of the very rich, who al- 
ready had four-to-eight times the normal person’s 
income in 1928, Keynes did not think man would 
be very good at this, and he went on to one of his 
homosexual-chauvinist diatribes that women in the 
well-to-do classes looked to him like being even 
worse. 
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Sixty years on, in 1988, the real GNPs of the 
United States, the EEC and Japan are between 31/2 
and 18 times what they were in 1928, although with 
awkwardly more people to eat those GNPs up. The 
United States, like Britain, is a relative slowcoach. 
See chart. 

America's real GNP in 1988 is six times its 1928 
level, but its population has doubled. The average 
American’s real personal disposable income has 
multiplied 2.9 times since 1928, and his consump- 
tion has increased slightly more. There is no sign of 
bored affluent people deciding not to spend too 
heavily, as Keynes had expected. Instead, all the rich 
countries' peoples are borrowing like crazy to make 
the purchases they could most easily postpone. 
Americans now buy annually over ten times as 
many consumer durables as they did in 1928. 


Where Japan differed 


However, as in Western Europe, the most voracious 
rise since 1928 is that real annual expenditure by 
America's central government has multiplied more 
than 19 times over. One might therefore suppose 
there has been an especial rise in the satisfactions 





"TIENES Tm Emp VESTUT 
m. A 





United States 1928-88 


1988 level as a multiple of 1928 level 


Real GDP 





Population 
E 


Real personal income per head 


Real consumption per head 
IM 29 







Real consumer-durables spending 


Real federal-government E 


Source: Official statistics 









iL 


hr 
aL T ol DER 






? E tS 
at Ce nae S N 
kiire Y 


RAZ l anms 


sil E 


d 
| 
W 


i 
| 

A 
" 


f 
P 


at 
à 
D 
m 


d 
| 1988 level a 


s a multiple of 1930 level 


Real personal income per head 






Ba ---.-- ree A xU UP A 
> 
uA al government spending 


T 
| 


i 
| 
; 
if 


D. 





- 
Í 
Li 

~ 


— ——— 
(ts = A 


1 





* 


AE TS 


n. 


Ti 


` 
2 * EM 
"i| 


E 


1 


MG. a^ xu 8-445, 2-27» 





. W Germany 1928-88" 


1988 level as a multiple of 1928 level 










« Share in 1928 estimated - 
Source: Official statistics 





Britain 1928-88 


* "449-49 wee nex 


Population 
ET. 
7 | 
"7. 


Real personal income perhead - 








Real PR | nt iss 2 EN 








that are traditionally the aim of government: less 
fear that America’s sons might be killed in foreign 
wars, more effective crime prevention, greater social 
cohesion. Things have moved exactly the other way 
round. 

In Japan the rise in real GNP has been over three 
times as huge as in America (having multiplied 
nearly 18 times since 1930), but central-government 
expenditure has gone up much less (multiplied un- 
der six times). Despite this image as “‘an appallingly 
low public spender”, the satisfaction in things pro- 
vided by government in Japan has gone up much 
more than in America or Europe. 

The average Japanese has much less fear than in 
1928 that her or his son might be killed in foreign 
wars. The poorest three-quarters of Japanese 17- 
year-olds are startlingly better educated than their 
equivalents in 1928 Japan or in 
1988 America or Britain, at a lower 
taxpayers’ cost per head. Japan has 
moved from a high Asian infant- 
mortality rate into the lowest infant 
mortality ever attained by woman 
anywhere. It has carried through 
the first industrial revolution in 
world history during which crime 
rates initially went down. It does 
still have a sense of community and 
social cohesion (low rates of di- 
vorce, juvenile delinquency and 
drug abuse, the unvarying re-elec- 
tion of a rather boring conservative 
government all through the past 40 
years). Although left-of-centre peo- 
ple will find this appalling, it is 
more than conceivable that Japan 
shows the way that successfully gov- 
erned countries will go. 

In Western Europe there has been one strange 
similarity to Japan, because the areas most knocked 
about during the 1939-45 war surged most quickly 
above their 1920s income levels during the 30 years 
immediately after it. But in Western Europe (and 
especially Britain) there has been a clear drop in the 
quality of life for one group: among the sort of Euro- 
pean women who in 1928 were cosseted by domestic 
servants—not just the leisured ladies against whom 
Keynes railed, but most upper-middle-class mothers 
of small children. There has therefore been a drop 
in upper-middle-class small children. 

In Europe the rise in standards has been fast 
lowest down, among the sorts of ordinary working 
Englishman or Frenchman who in 1928 owned only 
one pair of trousers. As in America, it has been fast- 
est of all for working-class married women. It is 
therefore a pity that married women are virtually 
disappearing among the groups that have most need 
of a lot of them. 
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When granny sends bastards her bill 


Last year three-quarters of the black babies born in 
the big inner cities of America were births to unwed 
mothers; of these, half were to teenagers. The fig- 
ures for some other poor ethnic communities, al- 
ways excluding the close-knit Asians, are not much 
better. Because America’s WASPs (white Anglo- 
Saxon Protestants) stopped having so many babies 
24 years ago, and because that makes for fewer WASP 
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young adults entering America’s workforce in 2007- 
27 will be black or Hispanics. 

This will be happening just when the huge 75m- 
80m lump of nearly nine-tenths-white . baby- 
boomers born in 1946-64 will be retiring to Florida, 
and expecting to live for an expanding 20-25 years 
on ever more fabulously expensive Medicare ser- 
vices financed by the payroll taxes which these new 
black and Hispanic workers and voters pay. 

Europe is not facing a bind quite so fraught, but 
its import in the 1950s and 1960s of unskilled work- 
ers from its poorer south and east, to do the dirty 
jobs in its now dwindling factories and then over- 
manned public services, has created prospects some- 
thing like it. Japan did not import cheap labour for 
its fully employed industries from its even more 
teeming poor south and west; it 
wisely automated its factories and 
kept its public services slim. 

Meanwhile, in the WASP and 
European and some other white 
cultures, the working women who 
do stay married are rapidly 
deproletarianising their husbands 
and themselves. Because of the 
automation in the kitchen, the tele- 
vision in the living-room, the gain 
that more husbands do rather 
more household chores and fewer 
spend all evening in the pub, the 
astonishing sameness of Sains- 
bury’s sales per household as be- 
tween income groups, the spread of 
house-ownership and of the motor 
car to go shopping in, the fact that 
it is three times as easy as in 1928 
for a work-seeking mum to get a 
job, the living standard of many a British working 
man’s wife has risen above what Keynes thought in 
1928 that Britons would very much wish to have. 

A lot of the working women concerned cheerily 
recognise this, and thus act and vote slightly mean- 
spirited conservative. Progressive people a bit richer 
than they are very cross to be told it. The way to 
regard oneself as a socially caring person is to advo- 
cate that more of other taxpayers’ money be spent 
to build up public services (education, health care, 
housing, etc) for the poor. Unfortunately, as soon as 
something is turned into a public service instead of 
a market enterprise, it is nowadays produced with 
more bias against the poor. 


Public disservices 


From some London council estates today parents 
can be forced, by sanctions of the criminal law, to 
send their son to a state school which has a 20 times 
greater chance of making him a juvenile delinquent 
than another state school in the same catchment 
area. It is a peculiarity of the non-market system that 
these dreadful schools are not closed. If a candyfloss 
shop poisons 20 times as many children as that next 
door, truant officers do not whip children into it. 
In some slumdoms of Britain and America, po- 
lice protection has virtually broken down; old ladies 
do not go out at night. The whole British system of 
crime prevention lacks an enterprise culture, so 
British prisons have an actually negative gross pro- 
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duction—they create more recidivists than they 
cure criminals, and their lunatic single-sex status is 
polluting the country with Abs. Britain will eventu- 
ally have to move to some profit incentive in pris- 
ons: rewarding those who run prisons with more 
money and kudos when—and only when—fewer of 
their inmates re-offend, thus concentrating their ef- 
forts on job-placing on release or whatever works. 

Life expectancy in the British middle classes has 
expanded faster than in the poorer ever since the 
foundation of the National Health Service in 1948; 
things were expected to happen the other way 
round. England’s poor north-east has seen some of 
the country’s best shopping centres and small busi- 
nesses grow in the past decade, but the social work- 
ers in one poor part of it misread from a MORI poll 
that one in ten British fathers raped their small 
daughters (which they don’t, MORI had suggested 
nothing like it). When these sincere people thought 
they should be arresting one in ten of the dads they 
met, the case for not having local-authority monop- 
oly organisations to run social services did seem 
rather strengthened. 

In housing, the story has been worst. If graduate 
James bought a suburban London house in 1948 
which a supposedly wicked "speculative builder" 
had erected for £200 in 1898 or for £2,000 in 1938, 
James grizzled furiously that council-house Jimmy 
was getting, for much lower weekly outgoings, a fine 
high-rise-view apartment “attractively” closer to the 
centre of the city which had cost the taxpayer much 
more to build. James was half-placated by getting tax 
dodges like mortgage-interest relief. Today James's 
house is worth a fortune of up to £250,000 which he 
can pass on to his children. Because of the terrible 
inefficiency of council-estate management, Jimmy 
still lives amid graffiti and drugs and a smell of 
urine, without proper police protection in that same 
high-rise apartment, where his life has deteriorated 
into an old person's hell. 


Public ownership was a simple mistake 


There are at least three reasons why state monopoly 
production fails, and they can now be seen to be 
endemic: ie, if you care about helping the poorest, 
state production can't work. First, as soon as nil 
price or subsidised price ensures that there is a 
standing excess of demand over supply, the best ser- 
vices (eg, brightest teachers, most competent doc- 
tors, politest policemen) go to Surrey instead of 
Slaggers End. In the private sector, by contrast, a 
supermarket complex does open in Gateshead if 
there is demand there; the supermarket entrepre- 
neur does not say he prefers to live in Guildford. 

Second, only a competitive system will bring the 
quickly changing technology and methods most 
suitable for meeting each individual's needs in a 
changing modern market like education or crime 
prevention or social services. It is fatal to leave them 
in protected producers' hands. Third, a state-spend- 
ing culture brings the pressure "such and such is 
doing badly, let's pour money into it". A market- 
enterprise culture says, "that's doing badly, we'll 
make money by throwing in competition and clos- 
ing it down”. 

These three points explain why state provision 
is now failing, not only in the free capitalist world, 
but also out in socialist Russia and China and all 
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Prisons: in protected producers' hands 


points east and south. This has at last brought the 
right nomenclature there. À conservative in com- 
munist countries is now somebody who believes in 
state ownership of the means of production, distri- 
bution and exchange. A progressive is an Adam 
Smithian. 

In rich countries the sensible course for caring 
left-wing parties would also be to get on the free- 
market side of the conservatives. Unfortunately, 
they are getting on the protectionist side instead. 
Also, if a government calls itself lefter wing, it starts 
by saying it will spend more to cut unemployment, 
but its own name for itself then forces it to cut pub- 
lic spending even if at Spain’s unemployment of 
19%. This is because frightened money markets un- 
fairly allow a bigger budget deficit to a Reagan than 
a Rocard. During 1989 this will again hit Mr 
Mitterrand’s franc. For the next decade or so, the 
intellectual and political trend therefore seems 
likely to be generally to the right. The next article 
will discuss if it may go too far. 











Shopping in high-unemployment Gateshead 
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Narrow religions, 
low taxes, six- 
month working 
years, surprisingly 
faster growth? 
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Too right 


NE trend that could go too far is a swing in 

conventional morality to the non-redistribut- 
ing right. This has been visible for some time in the 
United States, and is especially marked among the 
sort of people who go to church. 

There will be a revival of religion in the rich 
countries, partly because of the aging of their popu- 
lations and partly in reaction to recent libertinism 
that has provided neither greater happiness nor 
greater art. The ordinary zealot feels it has ended in 
drug addiction and sex diseases instead. 

The crowds will not throng back to all pews. 
The churches that are losing congregations are 
those like the Church of England that has started 
tentatively to flirt with libertinism just as it goes out 
of fashion. This church also looks comically antique 
as it seeks to keep gentle and eager women priests 
unfrocked, with the result that it will eventually be 
flooded with women bishops of the opposite and 
ungentle and politicised sort. And it loses the intel- 
lectual tradition it could otherwise keep because it 
promotes men of emotion rather than thoughtful- 
ness. You can tell a man of emotion on modern tele- 
vision because he jabs his finger faster than anybody 
could if he was simultaneously doing anything even 
minimally thoughtful—like multiplying 23 by 11. 
Revolve your finger and try it. That is also how poli- 
ticians lose debates on television; the popular vote 
goes to the Bush or Bentsen who keeps his hands 
most still. 

In the coming religious revival, the gain will go 
to grassroots organisations, eager to respond to and 
thus lead the very faithful. The most successful 
grassroots churches in Christendom and Islam to- 
day are frighteningly right-wing and fundamentalist. 
Countries will be lucky to keep a median attitude 
more progressive than that of America’s tele-evan- 
gelists, who will say that the fast spread of AIDS is 
God’s sad judgment on the immoral. The picture 





above is of tele-evangelist Swaggart. 

A scarily sterner new morality is almost bound 
to discriminate against the “undeserving poor”. Al- 
though 13% of Americans are below the poverty 
line, it is proven and publicised that an American 
has less than a 1% danger of staying long below it 
provided she or he does three things: completes 
high school, stays for more than a year in a first job 
even if at the minimum wage, gets and stays mar- 
ried. The trend in anti-poverty policy will be to- 
wards workfare, and to penalising school drop-outs 
and single mothers. This will have some nastinesses 
in making ruling sorts of people even bossier than 
they usually are. But it may have a niceness in saving 
up to 1096 of GDP for the taxpayer. This will be im- 
portant because a race will start to bring govern- 
ments' tax takes down from the 35-4596 of GNP com- 
mon in Western Europe, perhaps halfway towards 
the 1396 of GNP which was all America's federal and 
state and local governments took before 1929. 


Taxpayers flee the coop 


The race to lower taxes is coming because most well- 
paid jobs in the new age will belong to mobile peo- 
ple, especially those who create or process or distrib- 
ute pieces of information. They include advertising 
agents, bankers, biochemists, bishops, lawyers, in- 
surance people, television producers and perform- 
ers (who will send their wares everywhere by satellite 
or telecommunicated video), teachers, many sales- 
men, most researchers, all software writers—actu- 
ally most brainworkers, a category to which more 
and more will belong. Even tomorrow's factory 
workers will give orders through consoles to auto- 
mated machinery, and need not all be in their fac- 
tories when they do. 

In the 1950s in Western Europe and America 
1096 of employed people were use-of-hand workers 
and 3096 use-of-brain workers. Now that ratio is 
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turning the opposite way round, quickly. Astonish- 
ingly it was only in 1979 that garment-making 
ceased to be the biggest export industry from New 
York city. It was replaced by lawyers’ services. 

Because telecommunication has made informa- 
tion into a weightless commodity, information 
workers are going to be very mobile. They will be 
able to sit in Tahiti if they like, telecommuting to 
the computers and other colleagues in the Tokyo or 
Frankfurt or Timbuctoo-tax-haven office through 
which they work. The most entrepreneurial of these 
people will be particularly inclined to emigrate to 
tax havens in the telecommuting age. Areas which 
vote to have high taxes will be residually inhabited 
mainly by dummies: by people who vote to have tax 
money spent on themselves, without actually earn- 
ing enough money to be taxed. 


Then to the six-month working year? 


Keynes may at last be proved partially right during 
the following upsurge of wealth, which this great 
cutting of taxes will accelerate. When rich countries’ 
peoples next double their potential living standards, 
more of them may choose to take their share of the 
possible doubling, not in twice their present accu- 
mulation of material goods, but in some variant of 
an extra six months’ holiday a year. This will not 
slow the emigration to tax havens, but speed it. Dur- 
ing those longer holidays brainworkers can return 
to the areas where they have their roots. 

It therefore becomes interesting to guess how 
long this next doubling may take. A country dou- 
bles its GNP in 20 years if it grows at 342% annually. 
Since 1970 an annual 31/296 is nearly twice what the 
average OECD country has got, but it is near to what 
it probably could have got if it had followed the 
main economic rule that matters—namely: “once 
it’s clear we are doing something silly (as in Europe’s 
common agricultural policy) let's stop doing it.” 

So the next question becomes: in the 20 years 
ahead, is the capacity for economic growth going to 
continue or accelerate or slow or collapse, compared 
with this recent possible 312% annually? 


That's our family's office 
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The answer is that it is going to accelerate. Eco- 
nomic growth depends on two things: (a) the ad- 
vance of knowledge, and (b) whether a country has 
a tolerably sensible political system for putting the 
advance of knowledge into productive effect. 

As regards (a), the advance of knowledge, real 
incomes have risen in literate countries in each of 
the 20 decades since James Watt invented the steam 
engine in the 1780s. This is because of an increase in 
each of those decades in man's control over energy 
and matter. To this has been added in the past de- 
cade and a half a breakthrough in the processing of 
information. On quite ordinary computers this De- 
cember afternoon any well-ordered researcher could 
check more correlations than Einstein could check 
in his lifetime. This would be an unlikely prelude to 
a period when the advance of productive knowledge 
abruptly slowed down. 

Simultaneously, far downstream from the Ein- 
steins, entrepreneurial people are becoming able to 
put a microprocessor into every machine, and biol- 
ogy is now entering the economic system. Also, as 
probably the biggest fact of the past decade, the two 
largest countries, China and India, have just been 
joining the competitive world economy. They will 
have a period of erratic, but eventually Taiwan-type, 
economic growth. They should be followed in the 
1990s by 400m very educated Russians and East Eu- 
ropeans, entrepreneurialising themselves out of 
communism, plus 140m Indonesians and the like. 
Mankind as a whole, in the last 11 years of the twen- 
tieth century, is almost certainly on the foreshore of 
the fastest period of market-driven economic devel- 
opment it has ever seen. 


Lamed ducks 


It will still be possible for countries with foolish poli- 
ticians to be hurt by this. If you are employed in 
making things already manufactured by 60m Tai- 
wanese and South Koreans today, and about to be 
manufactured by 2' billion Chinese and Indians 
and Russians and East Europeans tomorrow, then 
any politician who tries to protect you in your 
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down to an Uzbek's standard of life. But that should 
just rub home the lesson of what is the most conve- 
nient political system to put the coming fast ad- 
vance in knowledge into productive effect. The 
most productive possible system will be one that 
keeps politicians and existing entrenched interests 
out of the way. 
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"scuta es in luding the 'téiscommunica- 
tions revolution, should be helping to get them out 
of the way. But technology will create some emo- 
tional problems as well. The rest of this survey will 
consider the prospect before each age cohort in 
turn, starting with the children whose new opportu- 
nities—in an age of partly telecommunicated learn- 
ing—could become particularly spooky. 





The children’s renaissance 


URING the past hour, 12,000 children have 

been born around the world. During the past 
year, over 100m have been. Every one of them— 
says Philadelphia’s much-hated Glen Doman, au- 
thor and entrepreneur of “The Better Baby’’—has 
at birth a potential intelligence greater than Leo- 
nardo da Vinci ever used. 

It is aggravatingly possible that he is right, and 
almost certain that the world is going to have armies 
of parents, probably led by East Asians, thronging 
through the databases of competitively tee 
communicating and other new 
types of schools, desperate to find 
out. 

The battle between free traders 
and protectionists is about to be 
joined in education, and it will 
have unimaginable results, increas- 
ing some resentful teachers’ pro- 
ductivity several tens of times over, 
thereby starting to breed a scary 
new renaissance type of child. 
Some of these renaissance children 
could be very horrid, presenting 
you with 15-year-old managing di- 
rectors in a few decades’ time. 
Many look like being Asian, but 
that’s nice. 


The area hungry for learning 


The glummest fact about those 
12,000 children born in the past 
hour is that around 60% have 
come into households where in- 
come per head is lower than the 
$350 a year which the European Economic Com- 
munity pays in annual subsidy for each cow. The 
most cheering fact is that a majority of these poor 
newly borns are in Indian or Chinese or other East- 
Asian families. Parents in them are turning crazy- 
keen about education, and this is bearing extraordi- 
nary fruit. 

In exams for 16-year-olds in London schools, 
children from Indian families are now more than 
twice as likely to pass in five or more subjects as are 
native white children, even when the Indian chil- 
dren started by speaking a different language at 
home. Throughout the American education system, 
Asian youngsters are doing far better than native 
white or black schoolchildren, especially the Viet- 
namese who 15 years ago were dehumanised by be- 
ing called Gooks. 

In Japan, East Asians have the example of the 
most efficient school system in the world. That has 





Likely leader 


been shown in at least eight different inquiries in 
the measurable subjects of mathematics and science, 
dating from 1967 to 1983, but getting much the 
same results. The chart is drawn from those results, 
as summarised by Professor Richard Lynn*. The 
bottom left of the chart shows that 6-year-old Japa- 
nese surpass 6-year-old Americans in maths by 0.74 
of a standard deviation. This means that about 
three-quarters of Japanese 6-year-olds are more 
mathematical than the average American 6-year- 
old, which is not a huge gap. 

But, as the children pass 
through school, the Japanese lead 
grows bigger and bigger, soaring to 
5.8 standard deviations at age 18. 
This means that the average Japa- 
nese 18-year-old does better in 
maths than even a fraction of the 
top 196 of 18-year-old Americans. 
It is appalling that the West does 
not learn the lesson for its societies. 
The test for social cohesion is not 
the achievement of the top 196, but 
whether the great average mass is 
turning civilised scholarly or 
Anfield football hooligan. In Brit- 
ain’s Liverpool 84% of children 
leave school at the first opportunity 
at age 16, while 94% of Japanese 
16-year-olds stay on voluntarily, 
even though all education in Japan 
after age 16 requires some fee-pay- 
ing from the parents. 

The next full page of text will 
trudge through the educational les- 
sons that the West will eventually have to learn from 
Japan. It will tread on corns. 


Quietly, through fees, to the top 


The first advantage of Japanese children over west- 
ern children is that Japanese parents do not shout at 
them. America’s leading child psychologist, Bruno 
Bettelheim, pondered in his latest book why during 
a prolonged stay in Japan he “never saw a child be- 
ing scolded, nor crying, nor fighting with another 
child". He found the key in what happened when 
children ran around noisily in supermarkets. Amer- 
ican and European mothers shouted "stop that”, 
while Japanese mothers said quietly “how do you 


*“Educational Achievement in Japan”, by Richard Lynn, 
Macmillan in collaboration with the Social Affairs Unit. 
The best American book on the subject is "Japan's High 
Schools", by T.P. Rohlen, University of California Press. 
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think it makes the storekeeper feel when you run 
around in his store?” 

“Thus from a very early age", says Mr 
Bettelheim, “ a Japanese child is encouraged to con- 
sider the feelings of others, and is asked to base his 
decisions and actions on his own deliberations. If he 
stops running noisily, he reasons, he will do impor- 
tant people like the storekeeper and his mother a 
very great favour. He thereby acquires a reasoning 
habit that has instant advantages when he first 
comes to handle academic material." By contrast, 
an American or European child is expected from an 
early age to do what he is told, and is shouted into 
an adversarial position. He continues in an adver- 
sarial position ever after. That is why many of you 
are resenting this article. 

Although compulsory education does not start 
in Japan until age six, around 85% of pre-school-age 
Japanese (much more than in Britain) attend kin- 
dergartens. Nominally three-quarters of kindergar- 
tens in Japan are private and commercial, but that 
figure is slightly a cheat. In private Japanese kinder- 
gartens about a third of costs are covered by state 
subsidies or endowments. But the first crucial point 
is that subsidies in Japan go only to schools which 
parents choose to send their children to. If there is 
inadequate voluntary attendance at any school, 
state or private, it won’t survive. In order to survive, 
most kindergartens see that their graduating six- 
year-olds are able to read fluently and do sums. 

In the next two age ranges—primary schools 
(age 6 to 11) and junior high schools (11 to 14)— 
around 97% of Japanese children enter state schools 
which mix classes together rather more democrati- 
cally than those in America or Britain. The curricu- 
lum laid down by the Ministry of Education wisely 
makes litter-lout children unpopular by virtually 
banning the employment of school cleaners. The 
teachers and children together clean the schools at 
the end of the teaching day. 

The 3% of Japanese at private schools at age 6- 
14 is actually smaller than the 6% in Britain or the 
12% in America, but by age 11 to 14 half of Tokyo 
children also attend a commercial juku. These are 
totally unsubsidised out-of-school-hours crammers, 
geared to getting the pupil through the entrance 
exam to the senior high school at which the pupil’s 
parents aim. 


Consumers’ choice 


At age 15 any Japanese can leave school. Under 6% 
do so, although thereafter all parents have to pay 
fees. In the 70% of senior high schools that are state 
schools the fees are usually under $500 a year; but in 
the 30% which are private (50% in the big cities) the 
fees can be six times as much. The Japanese experi- 
ence is that a subsidy of around 50% of successful 
(ie, well-attended) private schools’ costs wil] per- 
suade about 40-50% of urban parents to choose pri- 
vate education. 

In America and Britain, the proportion eventu- 
ally fleeing awful state schools should go higher, but 
public educationists disguise this by the Minneapo- 
lis-Sendai dodge. In a 1982 poll in America’s Min- 
neapolis 91% of parents said their children’s 
schools were doing a good job, while only 39% of 
parents in the Japanese city of Sendai said theirs 
were. Maths tests then showed the worst school in 
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Sendai with a higher score than the best in Minne- 
apolis. So public educationists—when threatened 
with competition—now always commission opin- 
ion polls because they know 90% of parents will po- 
litely say they are doing fine. 

Each Japanese senior high school fights keenly 
to climb up the pecking order in its district, or to fit 
a particular clientele. The headmasters of the 
schools that rose fastest in that year’s university-en- 
trance results inevitably appear on local television. 
Entrepreneurs of private schools note which dis- 
tricts have done badly, and calculate they can get 
higher enrolments by concentrating their efforts 
there. The top school recently, as described by Lynn 
and Rohlen op cit, was a private school in Kobe 
Which had on average an enormous 55 pupils per 
class, but a long list of applicants. 

Western educationists say lazily that this com- 
petitive sort of system may be nice for the top 196 of 
the most brainy or perhaps most stinking rich, but 
is demeaning to those less able or less stinking. In 
Japan, this has proved the exact reverse of the truth. 
The teaching of the brainiest 196 and (different 








Not increasingly suicidal 


group) richest 1% is sometimes less good in Japan 
than Britain. That is one reason why Japan has 
fewer Nobel prizewinners, and no rich boys’ Win- 
chester or Eton. At each level and place, the asses- 
sor of the market can see where the present schools 
pattern is failing the customers; and moves in there. 

The Americans are at last seeking to 
competitivise via consumers’ choice, especially in 
the poorest areas. Pupils in East Harlem used to 
come 32nd in New York city’s 32 school districts in 
every test. Then the district gave parents an open 
choice between a wide variety of newly restructured 
schools, including sometimes several mini-schools 
in the same building. East Harlem’s pupils quickly 
rosé to rank 16th in New York city in reading. Says 
one headmistress: “The last time my teachers re- 
ferred to the contract was a long time ago. There’s a 
camaraderie because this place doesn’t have to ex- 
ist. We can go out of business tomorrow. If it didn’t 
meet needs, it would fold." One such American 
magnet school, founded 12 years ago, last year had 
over 25,000 applications for 800 places. 

Main problem for many western countries: 
their disadvantaged form their tribes of children un- 
der the worst conditions. Solution: go to compe- 
tition between fee-charging schools through some 
sort of a voucher system, but with the highest-rate 
vouchers given to the most disadvantaged. 


A strain to come 


The usual canard about the Japanese system is that 
it drives over-stressed children to suicide. Because 
Japan’s old religion glorified suicide instead of call- 
ing it sin, Japan’s suicide rates have hitherto been 
above the West's at all ages; but among the young 
they are now down to West Germany's and Scandi- 
navia's. If deaths through drug addiction are called 
suicides, the Japanese rate is lower. But both East 
and West need to recognise a factor that soon could 
lead to a much greater strain on young children. It 
arises from one of the two main upcoming advances 
in educational technology. 





The earliest of these advances will bring 
individualised mass production to education. Stu- 
dents will telecommute into databases, and the com- 
puter will probe their individual learning patterns 
from the answers they give. It will work out the next 
question to ask, or the next video the student 
should be told to summon up. Here are some fore- 
casts. The top database schools will be fee-charging, 
and attract several millions of pupils. The fees will 
be low, and with lots of scholarships, because the 
marginal cost of adding the millionth pupil will be 
low. There will be a mass clientele in Asia, as for 
juku in Tokyo. 

The other big accompanying advance will be 
that much more will be discovered about human 
learning patterns. There will then be culture shock 
at the way nations have underused the knowledge 
about these they already have. 


Einsteins in the nursery 


Between birth and age three a child is capable of 
learning more, fact for fact, than he will learn dur- 
ing the rest of his life. By age three the average child 
has learned all sorts of strange concepts: words, fig- 
ures and in sensible households morality. Starting 
from wordless and conceptless scratch, the average 
three-year-old can speak his native language. If she 
or he lives in a household that habitually speaks two 
languages, she or he becomes bilingual, without 
exhibiting any signs of greater strain or neurosis, in- 
deed usually the reverse. In no three years of adult 
life has any Einstein made as big a leap into new 
territories of knowledge as does the normal nought- 
to-three-year-old. The capacity to learn quickly con- 
tinues until about age six. 

In most rich countries, the system arranged to 
meet this opportunity is that children are instructed 
by parents of very varying degrees of interest up to 
age six, and are then conscripted into generally non- 
competitive schools just as the largest part of the 
capacity to learn disappears. 

There is the recent change that in some rich 
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OX firm of tomorrow which exists today is 

" America's The Limited. Each evening it col- 
lects the data from its Electronic Points of Sale 
(EPOS) showing what number, Size, colour, fashion 
of clothes have been sold that day in its 3,200 stores 
across the United States. This is at once 
telecommunicated to its workshops in. Hongkong, 
Singapore, Sri Lanka—and becomes their main cut. 
ting order for next day. A few days later a Boeing 
747 takes off from Hongkong for Ohio with these 
just-in-time inventory replacements. Ir is easy to put 
computerised design changes for fashion experi- 
ments into such a system, and to see from the EPOS 
if, where and to what income groups they sell well. 
Eventually in such firms customers should be able 
to design their own clothes by playing with graphics 
on à computer, and inserting the required hiero- 
glyphics into the cutting order. 

Most other things will also be made in smaller 
and smaller batches , so that even cars can be almost 
custom-built. There are already several hundred Op- 
tional extras or modifications you can choose in 
models of Japanese cars made in America. The flexi- 
ble-robot systems concerned can be ordered to 
| make a stated modification on item number 998 

- coming down the line. Similarly, Mr Smith's daily 

ewspaper will eventually not be the Daily Express 
but the Daily Mr Smith. He will be able to order the 
_ news service of the Daily Telegraph and Asahi 
Shimbun, the opinion columns of the Wall Street 
‘Journal and Pravda, anything written about the 
. 2.30 at Sandown and leather miniskirts or whatever 
are his particular kinks, anything written on the fu- 
. ture provided it is not by me. The Daily Mr Smith 
| will then come out of a fax machine at the back of 
-his television set, accompanied by advertisements 
- geared to his thus-revealed tastes (he will have to 
pay more to avoid being sent these). 
~~ Most metal-bashed goods will still be fashioned 
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by professional designers, but they can go straight to 
prototype without the aid of a production engineer, 
Tests through Eros will inexpensively show which 
experiments succeed, and the designer can call his 
experimental shots by computer from his awn 
home. A lot of factory workers may not even need 
to go to the factory. In one factory of the future near 
Mount Fuji, robots make robots. By day 20 workers 
tend the factory. By night the automatic machinery 
pounds on under the supervision of a single man at 
a control console. He could, if he wished, eventually 
operate that console from home, even if it were a 
home in a different continent. 

People transporting the supplies and finished 
goods of the factory will have to go to it, but these 
distribution workers will also become brainworkers 
with computers at fingertip. Their vans will be ware- 
houses-on-wheels tied electronically into the just-in- 
time inventory systems of the factories or distribu- 
tors they are delivering from or to. Already some 
trucking companies in America allow customers to 
play straight into their computers to find where a 
particular order they have placed now is. Public post 


offices will go bust unless they allow the same. 


Full employment in competitive teams 

The usual spectre aroused by the story of the Mount 
Fuji factory is of mass unemployment. That is the 
opposite of what is going to occur. The Japanese fac- 
tories that have automated most fiercely are pre- 
cisely the ones that still offer their workers jobs for 
life. Apart from in recessions caused by politicians' 
macroeconomic mistakes, and there is soon (see 
later) going to be a short humdinger of one, jobs 
should be plentiful in non-protectionist rich coun- 


tries in 1990-2030. In the past two decades their la- 


bour forces have absorbed the baby-boom genera- 
tion born in 1946-68, plus the mums’ tush into 


work. It is the baby-bust generation that is now 


sharp-but-short 
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Factories that don’t need workers 


moving through the schools, into markets that will 
feel short of labour. 

The jobs into which they are enticed may often 
be called business opportunities—partly because 
that sounds yuppier, but also because teams and 
networks will take over from hierarchies and 
bureaucracies.. Teams will often grow to be the 
equivalent of a small business within a large busi- 
ness, although team members will sometimes 
telecommunicate from thousands of miles apart. 

As a humblish example of teams, one European 
chain of stores at last saw it had better keep open in 
the evening—which was the only time its customers 
could shop. It said it would pay a certain sum for 
one set of counters to be staffed by four women 16 
hours a day, but the women could decide whether to 
split the job among eight or 12 or 16 friends or 
whatever. They could fix their own flexitime and 
rotas (the sensible ones did this informally), and 
would get a bonus from the store if sales went up. 
Some teams were so successful they were offered ex- 
tra counter space, then took over ordering of just- 
intime (plus experimental) inventories—and 
thereby became small businesses in their own right. 
A similar example is the Finnish paper company 
that found its machinery was always under repair. It 
sold its tree-harvesters to teams of its operators, and 
gave them contracts to do their old jobs. Productiv- 
ity soared because it was no longer to any operator's 
advantage that his tree-harvester broke down. 

When Tv channels first developed the video-re- 
corder as an expensive instrument for action re- 
plays, the half-dozen big Japanese electronic compa- 
nies saw a business opportunity. They said to 
competing teams of researchers: if you can get the 
retail price of these things below $1,000 they will be 
a consumer good for tens of millions of homes; try 
to get a working model before one year. In future 
that sort of definition of a target product will often 





be put out to competing teams of telecommuting 
researchers, playing into the databases from afar. 
This will be more efficient than relying on the 30 or 
so people that you happen to have in your R&D de- 
partment. It will change the whole nature of compa- 
nies’ R&D, and help to transform universities. 

The latter face a change of life anyway, because 
it will be odd if the present age of undergraduates 
proves the right one. If education is competitivised 
into efficiency, many brainworkers will be ready to 
be productive professionally much younger, while 
any professional aged 50 should already go back to 
school. The whole concept of the subject he was ex- 
pert in at age 18 will have changed—although often 
the professors themselves, in a science like econom- 
ics, haven’t noticed. 


A career as intrapreneur 


These systems of subcontracting, and the race to re- 
place everything the Eros shows to be fading, will 
change the whole idea of career structures. No 
youngster entering a big corporation today should 
dream of being corporate vice-president by age 50. 
When he is 50, corporate bureaucracies should 
hardly exist. Everybody in the company, down to 
the janitor, should be aiming to run his own small 
business. The proper ambition of a young entrant 
should be to become rich through managing 
successive spin-offs. He will hope to lead into stock- 
market floating some of the successful minority of 
the many small intrapreneurial ventures into which 
almost every big company will progressively split. 
When a team’s venture succeeds, the team will 
want it to become as much a separate small business 
as possible, getting profits from it and then moving 
to something else. The big company, by crafty con- 
trast, will prefer to pay by results the majority of 
intrapreneurial ventures that make losses. Always 
remember the president of a very successful com- 
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pany who told Messrs Peters and Waterman that 
“24 out of 25 of our products fail inconspicuously in 
test markets. The alternative is the colossal cost and 
humiliation of failing on a national scale”. But exec- 
utives who acquire the reputation of succeeding 
with a string of intrapreneurial ventures will be en- 
ticed into new ones with a variety of stock Options. 
And it will usually be part of the corporate culture 
of big companies that those who have failed in one 
venture can start up in another one (up to a reason- 
able number of flops), even if telecommuting from 
afar. 


One short, sharp and early recession 


There will be some difficulties in these prospects, 
and it may be worth picking out three. First, many 
telecommuters will move to areas in which it is nice 
and sometimes cheap to live. This will bankrupt 
organisations committed to working from places 
that are nasty and expensive. 

That applies sharply to the banks and near- 
banks in one square mile of Manhattan and of the 
City of London and of downtown Tokyo. The 
rental cost of the square foot occupied by your 
wastepaper basket in each of them is higher than 
that of a whole apartment a few blocks away. These 
organisations will be undercut because bankers 
could now look into their screens from anywhere, 
and telecommute. Some of the jobs in them will 
move to places like North Carolina, others (perhaps 
and eg) to the 2,000 lovely tropical islands into 
which—without politicians—the Philippines and 
Indonesia could be turned. 

Places like Wall Street and the City of London 
would look savable if the herd instinct from crowd- 
ing together there had brought marvellous and 
bright achievements in financial services in the first 
two decades of computerdom. The herd instinct has 
brought precisely the opposite. The big banks are 
about to go spectacularly bust for the third decade 
in succession. 

In the 1970s the banks drew in deposits from 
OPEC’s dear-oil surpluses which (although banks did 
not see this) could not last because dear oil de- 
pended on a cartel managing to repeal permanently 
the laws of supply and demand. The banks then lent 
this money to countries like Mexico which had to 
borrow even while getting 80% of its export reve- 
nue from dear oil that was bound to fall, so Mexico 
could -not conceivably repay. Simultaneously, the 
banks pumped more money into other Latin Ameri- 
can countries with money supplies already so 
overbloated they had annual inflations above 
300%. There was a danger that central banks, when 
it became clear this money was lost, might withdraw 
other money from the market—as the Federal Re- 
serve did in 1929-33 when it reduced America’s 
money supply by 30%, and precipitated the great 

epression. Instead the Federal Reserve, after the 
Mexico crash in 1982, rightly started to pump up 
world money supply forthwith. 

The investment banks then took over folly from 
the commercial banks, and used the new money to 
send security prices sky high—prompting a wild 
stock-exchange bull market. Until the 1980s stock 
exchanges had been run as cartels, and firms in 
them had whinged they would go bust if they were 
not allowed to continue with these cartels. When 
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the cartels were rightly disallowed, 
member firms clearly needed to cut 
their costs and staffs. Instead some 
multiplied their staffs threefold and 
their own salaries fourfold. The in- 
evitable crash in October 1987 
therefore carried a risk that some 
finance houses might collapse as 
fully as British fringe banks did in 
1974-75. They were saved because 
monetary authorities in October 
1987 again pumped up money sup- 
ply: the British and Americans 
through the central-bank window 
(which exacerbated inflation in 
their two countries), the Japanese 
by telling their top security firms to 
support equities with a promise of 
bailout if things went wrong 
(which—Washington and London, 
please note before the next crash— 
has proved less inflationary and 
probably makes more unorthodox 
good sense). 

The next crash is quite plainly 
coming, maybe in 1989 but in the 
early 1990s if not. It is probable 
that the monetary authorities will 
pump in money less quickly this 


time, and that there will be big Shock-horror, again soon 


bankruptcies. They will include 
some of the large companies that have borrowed too 
much to buy each other at far more than either is 
worth, and in many countries there will be a tempo- 
rary increase in the number of unemployed. This 
will not actually lead a nosedive into long great de- 
pression, because no central bank will repeat 1929- 
33 and cut money supply by 30%. 

The disruption that will hit some parts of the 
world economy will not be one-tenth as great as (for 























A blip of problems 
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hat hit Japan 
and West Germany in 1945; and they were boom 


areas again within a decade, having reaped some ad- 
vantages because various stuffy old organisations 
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had been ploughed through. But it is important for 


any chief executive to keep constant tabs on what 
would (I'd say will) happen to his own organisation 
when, rather soon, stockmarket prices suddenly 
halve in one day. 


The underclass and tomorrow's aged 


The second worrying problem, at the far end of this 
coming short recession, will be the possible festering 
of an underclass. This is not because the new com- 
puter age of brainworkers will be terribly difficult 
even for dumbclucks. Most of us on The Economist 
have learned how to use our computers in the past 
decade, with less danger to the public than when we 
learned to drive a motor car at age 17. Always re- 
member that Mercedes in 1903 thought there 
would never be a world market for more than 1m 
automobiles, because there were not Im artisans in 
the world trainable as chauffeurs. 

But at this beginning of the brainworker age, it 
was crucial that educational differences between 
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classes should narrow. Instead, they widen. The 
worst education is going to groups that have too 
many babies born to uneducated unmarried 
women. Their education will have to be made com- 
petitive, with especially high vouchers given to 
them. The brightest people in the early twenty-first 
century look like being determinedly thrusting, mo- 
bile Asians, for the same reasons as mobile Jews 
were the brightest in the early twentieth century— 
family cohesion, education hunger, commercial 
sense and a desire to show past oppressors how. 

The third big coming problem affects only one 
generation, but awkwardly the biggest generation 
that rich countries have: those born in 1946-68. 
Their children will be able to move off and 
telecommute. Their grandchildren—often brought 
up in sunbelt homes from which both mummy and 
daddy telecommute—will have family values again. 
As in the family farms of yesteryear, the smallest 
children will have useful chores in the family busi- 
ness to do; this could marvellously breed self-confi- 
dence. But the baby-boomers born in 1946-68, 
some of them stuck in crumbling areas from which 
all but the alienated may have fled, could face a trou- 
bled eventide. 








Old men don’t regret 


ETWEEN 1946 and some time in 1964-68 a 

record number of babies were born in almost 
all the rich countries. These “baby-boomers”’ are 
now aged 20 to 42, and have decided to give their 
parents and grandparents an unexpectedly high 
standard of living during their retirement. For this, 
as a grandfather born in 1923, I thank them very 
much. In the United States the over-65s now have 
the highest household net worth, the highest after- 
tax income per head, the lowest poverty rate of any 
age group in the country. 

The kindly baby-boomers then did not breed 
enough babies to start similarly looking after them 
in their own retirements. 

At the baby-boom peak in 1957 the fertility rate 
for American women was at a very high 3.68—ie, it 
looked as if the average American woman would 
have 3.68 babies in her lifetime (or, better, that each 
group of 100 American women would have 368 ba- 
bies). Since a population naturally increases ex- 
ponentially when the average woman has much 
more than two babies in her lifetime, especially now 
that infant mortality is so low, this brought together 
all sorts of learned conferences about a supposedly 
impossible future excess of world population over 
food and all other resources. 

Most of these conferences were held in the 
1970s, when the problems had already disappeared: 
partly because of the arrival of the oral contracep- 
tive. Regrettably, a high proportion of people born 
before 1968 were births that their parents originally 
did not want, although they decently did not say so. 

By 1976 the fertility rate in the United States 
was down to 1.74 (far below its previous low in the 
baby-bust 1930s). In some West European countries 
like West Germany and even Italy it is now below 
1.60. The poor two-thirds of the world went on hav- 


ing too many babies longer, especially as medical ad- 
vances made far more of them survive, but in Asia it 
has started sharply to drop. 

In rich countries the best experts expect births 
will be sent still further down by: later age at mar- 
riage, higher divorce, the rush of women into full- 
time work. This is a subject on which the best ex- 
perts are nearly always wrong. The growth of family 
telecommuting businesses will probably (and hap- 
pily) lead to more children instead, but fertility rates 
in rich countries are still unlikely to rise above two. 

A big temporary problem will therefore come 
when, between about 2006 and 2035, all those ba- 
bies born in 1946-68 will be flowing into retirement. 
The chart shows that Japan will experience a quick 
aging of its population because all the people born 
in the 1920s (who then had a life expectancy around 


As baby-boomers retire 
% of population over 65 
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The 1980s of retirement in Florida | 


50 years) are bursting past age 60 now. Japan has 
not previously had too many grandparents still 
alive, so perhaps it will devise new cost-effective 
ways of looking after or disposing of them. In Amer- 
ica and Britain the population of wrinklies stays 
fairly stable until just before 2010, then rises as the 
baby-boomers retire. As the old may, in the 2030s, 
be 30-40% of the declining proportion of the elec- 
torate that bothers to go to the polls (indeed close to 
50% in West Germany), they may well vote that 
present support-the-old arrangements be demo- 
cratically continued. They will then be told un- 
democratically not to be silly. America can serve as 
an example. 


Expensive old 


At present the United States has some 30m retired 
old people, each of them supported by four people 
in the labour force of about 120m. By around 2030, 
each of the bigger number of the retired will proba- 
bly be supported by only about 2.3 people in the 
workforce. Even this assumes no sudden break- 
through in microbiology which makes it possible for 
more of us to live to age 130 or something. Such a 
breakthrough is entirely possible at exactly this 
wrong time. 

What are the present and prospective costs of 
supporting grandpa? Today in America, if you in- 
clude all non-medical-care payments from the tax- 
payer to the old, the costs probably amount to 15- 
16% of payroll. With only 2.3 workers to support 
each pensioner, costs could rise to rise to 25-30% of 
payroll by around 2030. This is calculated before 
the medical costs of the old are added on top. 

Those medical costs look like being enormous. 
While the number of Americans aged over 65 may 
double by 2035, the number of octogenarians will 
probably triple—and health care of an octogenarian 
costs more than twice that of a 65-75 year-old. Some 
of the rise in octogenarians will be the result of 
greater sense (less smoking, healthier diets), but 
some will be due to ever more expensive drug ther- 





*See "America in the year 2007” by Neil Howe. The Amer- 
ican Spectator, December 1987. 


THE ECONOMIST DECEMBER 24 1988 








apy, heart surgery and other things which at present 
cause medical costs to rise up to five times faster 
than the consumer-price index. 

One of America’s best demographers, Mr Neil 
Howe* has calculated that 


it is easy to see how current-law health benefits could 
cost 20% to 30% of payroll 40 years from now. Adding 
this to cash benefits, the total public transfer burden of 
aging could reach 50% to 60% of payroll, and this is 
before any other taxes. Just to mention such an absurd 
figure is to conclude, of course, that we will drastically 
change the system between now and then. 


All this will be happening at about the same time 
(2030 or so) as ethnic-minority youngsters, mainly 
Hispanics and blacks, are expected to be 40% of all 
young adults entering the American labour force. 
And at a time when richer Americans can flee 
abroad from any high tax rates, and telecommute as 
tax exiles. 

Any saving points of hope? Yes, loads of them. 
Total incomes should simultaneously be rising fast. 
In the information age it should be easier for old 


- 





Born 1948, hippie 1968, yuppie 1988, insupportable 2008? 
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- Some will say this survey has been 


\GESOFMAN 
people to work longer. A main rea- 
son why they have had to retire 
hitherto is to make way for young 
and more modern people within hi- 
erarchical structures, but the in- 
formation age is not going to be hi- 
erarchical. Work will not be 
physically as hard, won t require so 
much travelling, more can be done 
from home at a leisurely (instead of 
office-driven) pace. 

But it is clear, first, that there 
will have to be reform of the ways 
of paying for medical care. The 
move will probably be towards 
Health Maintenance Organisa- 
tions, and away both from the 
American private medicine system 
which gives each doctor the incen- 
tive to treat you in the most expen- 
sive possible way after you become 
ill, and from the British National 
Health system which makes price 
to the customer nil and therefore makes demand in- 
finite and supply inefficient in poor places with too 
many sick. There will need to be recognition that it 
is a dreadful waste of resources for either the state or 
insurers to spend $20,000 on keeping an old man 
alive and in pain for a few extra weeks. 

America, in particular, will have to move 
quickly to put competition into educating its under- 
class, so that the country is not split into a Hawaii of 
telecommuters and crumbling urban areas of young 
blacks and old whites. The old will have to come 
down from being the most favoured age group in 
any country, even if their numbers seem to give 
them political power. 

It is odd that this will be happening first to the 
generation born in and just after 1946—to the 
beautiful Berkeley University people of 1968. To 
quote Mr Howe again: “Baby-boomers will have to 
confront choices involving aging, death and eco- 
nomic self-denial. These are hardly the sorts of is- 
sues their Woodstock rite of passage has prepared 
them for’. But he finds comfort in the fact that the 
generation immediately behind the 
baby-boomers (ie, the group born 
from 1965 to now) “is just the type 
for working, saving and striving”. 
These are the group that swung 
moré than any other to Reagan- 
Bush. They are not yet the chaste 
and Puritan generation, but their 
younger sisters may be. 


Envoi 


too optimistic. That is what a 65- 
year-old like me finds it natural to 
be, and it is fair to end by explain- 
ing why. For the first 25 years after 
my birth in 1923 everything 
seemed to be going wrong for suf- 
fering humanity, and for the next 
40 years most things have gone un- 
believably right. Perhaps I had an 
odd adolescence. My father was 
British consul in Moscow in 1935- 












Doubting Macrae, 1943 


Relaxed Macrae, 1988 










Mo >» 


- DJ 
neu Jay 
MPs. 


et ] = 

= he eae oe "i 

= Si rel I Je ue Ao. 
" 






> 
€— 


S. 













PE: 
à pt » ^p 
ih sleds thee f 
i 
^ 


38. I had summer holidays from - 
school there at the height of 
Stalin's purges. Russian members 
of the embassy staff, including fel- 
low teenagers like some of the 
maids, were disappearing, probably 
to be shot. 

On either side of Moscow in 
1935-38 my father had posts in 
Nazi-dominated Europe. Because 
the family's interests were literary, 
many of our friends were Jews. The 
same terror stalked. 

Then when I left school in 
1941 my first job was a public-sec- 
tor one, with public-sector pro- 
ductivity, as a teenager supposed to 
throw bombs about as an RAF navi- 
gator, creating a slum in the heart 
of our continent. By the time I 
briefly got there, the Russians were 
coming in from the other side. All 
the politicians, including Churchill 
and Roosevelt, told us these were fine liberating 
democrats. And of course I knew from those school 
summer holidays so briefly before that those were 
astonishing lies. That has given me one advantage 
in my 40 years as a newspaperman. I have never 
since then believed a word either politicians or pub- 
lic-relations officers have said. 

Then back from war’s mess to the supposedly 
more intellectual atmosphere of Cambridge Univer- 
sity in 1945. More intellectual, my left foot. Much of 
Cambridge’s intellectual atmosphere then was of 
sub-polytechnic Marxism. Some people at that 
time, from my own university and out of genuine 
idealism, were giving the secret of how to make an 
atom bomb to Marshal Stalin—a Stalin whose suit- 
ability to be told how to destroy the planet did not 
seem well advertised in 1948 by his desire to execute 
his doctors, because they did not make him feel bet- 
ter on the increasingly frequent occasions when he 
went to bed mad, roaring drunk. 

That was our 1948. I don't know what I ex- 
pected for the next 40 years. When I joined The 
Economist in 1949 it seemed un- 
likely the world would last that 
long. But here we stand, 40 mem- 
ory-sodden years on, and what 
have we done? 

What we have done—largely 
because the poorest two-thirds of 
people are living much longer—is 
approximately to octuple real gross 
world product. During the brief ci- 
vilian working lives of us returning 
soldiers from the second world war, 
we have added seven times as much 
to the world's producing power as 
was added during all the previous 
millennia of homo sapiens S exis- 
tence. That may help explain why 
some of us sound and write rather 
tired. It does not explain why any- 
body in the next generation, to 
whom we gladly vacate our posts, 
can dare to sound pessimistic. 
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poisonous exhaust fumes from 


Degussa catalysts turn 
cars into harmless substances. 25 years ago a 
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task for our research department. It was solved 


successfully. Millions of cars in many parts of the 
world are equipped with Degussa catalysts. 


Our research continues. 
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Good managers don't just predict the future: they create it. 
At IMI-Geneva we'll sharpen your corporate vision. 


Vision is a created future, not a predicted one. It is an IMI-Geneva, one of the world’s leading international 
image of what the industry or company will look like in the management schools, and the longest-established in Europe, 
years ahead. It is a different way of reading reality. is dedicated to the future needs of international managers. 

With competition getting fiercer, opportunities are more In addition to our international post experience MBA 
difficult to find. It takes an innovative break in the environ- programme, we offer a series of highly regarded executive 
ment and a person who is sensitive and creative enough to programmes and seminars. Supported by some 70 leading 
read the environment differently. multinational Business Associate firms, we are now leading 

Many managers fail to achieve desired results in today's the thinking and implementation of new approaches to 
fast changing world. Not because they have the wrong an- management education. 
swers, but because they ask the wrong questions. The ability 
to ask the right questions exists within all of us, but it needs IMI-Geneva, 4, chemin de Conches, 
to be brought out and sharpened. CH-1231 Conches-Geneva, Switzerland. 


Tel. (Intl: 4122) 471133. 
Telex: 427 452 imich. 
Telefax: (Intl: 4122) 464 439. 


At IMI we make this one of our priori- 
ties. We encourage our MBA candidates to be 
inquisitive, inventive and imaginative. 





International Management Institute, Geneva 


IMI. The truly international MBA. 








All her fault... 


Egg on their faces 


T WAS not the obvious stuff of political 

rows. Mrs Margaret Thatcher can never 
have imagined that her government’s care- 
fully crafted image of competence and con- 
sistency could be shattered by an egg. It has 
been in the past two weeks. 

Amid ugly echoes of anti-semitism, 
oie has lost Mrs Edwina Currie, her one ju- 
nior minister with proven political flair. She 
has watched two departments scratch each 


... but she was mostly right 
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other’s eyes out. To the tune of £19m, she 
has had to bail out an industry under pres- 
sure which it would once have been her 
proud boast to shrug off. Her government 
has been shown to be reluctant to regulate 
producers on behalf of consumers—one of 
the basic tenets of a market philosophy. 
Along the way, many of her most vigorous 
young backbenchers, who thought they had 
joined a party which challenged vested inter- 
ests, have been appalled to discover how 
much power the Tory farm lobby can still 
wield. 

It has long been known (see box on next 
page) that eggs are one of the foods most 
susceptible to the salmonella bacillus, which 
is responsible for most forms of food poison- 
ing. Most types of salmonella enter eggs 
through cracks in the shell or because of its 
porosity, but the new strain was able to pass 
directly through the ovarian tract. 

Salmonella is always hard to eliminate 
once it has entered any sort of food produc- 
tion. Buildings and equipment can, with dif- 
ficulty, be sterilised, but once the ground 
has been infected only time—a matter of 
years—will kill it off. Poultry units are usu- 
ally infected either through the birds’ feed 
or by unhygienic production processes. For 
years part of the protein requirements of 


poultry, and other farm stock, have been 
provided by recycling poultry excreta, 
known in the trade as dried poultry manure 
or DPM. Included in this may be carcases of 
dead fowl or their offal. Cannibals are not 
healthy tribes. Manufacturers are not re- 
quired to declare the type of protein—let 
alone the source of animal protein—in the 
feedstuffs they sell. The European Commis- 
sion has proposed new labelling rules, but 
these have not yet been agreed by the Coun- 
cil of Ministers. 

Since 1981 the production of such feed- 
stuff has been regulated. If obeyed, the rules 
should mean that all harmful organisms are 
killed by heat treatment. The large manufac- 
turers claim that they scrupulously comply 
and blame smaller producers of bone meal 
and DPM. Imported feedstuffs, which since 
1981 have in theory been subiected to ran- 
dom sampling and the testing of consign- 
ments, are under much looser control. The 
agriculture ministry now says it is looking at 
this. [n future, tested consignments will not 
be distributed until the test results are 
known. There are other possible sources of 
infection on the farm. Some larger poultry 
units reprocess their own poultry manure 
and offal under doubtful conditions; others 
engage in the illegal practice of washing eggs 
to make them more attractive to the 
consumer. 


There are about 5,000 registered egg 
farmers in Britain. Of these, 800. account- 


ing for 8096 of production, are members of 
the Egg Producers Association; 7096 of 
these rely entirely on eggs for their incomes. 
For a long time Food from Britain—a gov- 
ernment-financed body— has been trying to 
persuade the producers to set up and pav for 
a quality-control system with independent 
inspectors. The producers refused, which is 
why they now face a crisis. 

Once the outbreak of food poisoning 
started to attract publicity, demand (which 
used to be 30m eggs a day) fell by 40-50%. 
Though the fall had begun before her re- 
marks, egg producers blamed this on Mrs 
Currie, the junior health minister. On a 
television programme she said “most of the 
egg production in this country is now af- 
fected with salmonella.” 


Baying for blood 
In her heyday, Mrs Currie combined north- 
ern bluntness and Jewish “chutzpah”. This 


gained her personal publicity beyond the as- 
pirations of most junior ministers. She ex- 
cited both envy and anti-semitism among 
some Tory MPs. 

On this occasion she infuriated the agri- 
culture department, enraged the egg pro- 
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THE egg row has, curiously, become 
| A more confusing as it has received 
~ more publicity. The number of cases this 
-year of salmonella poisoning linked to 
eggs has been variously put at 26, 46, 49 
or 51. The number of individuals in- 
` volved ranges from 450 to 1,000 or even 

12,000; deaths from three to 26. Eggs- 
perts have confused things further by 
claiming that under-reporting is five-, 
ten or even twenty-fold. Multiplying like 
this helps eggsplain how one side claims 
one infected egg in each 200, while the 
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lucers—several of whom filed writs for 
lamages against her—and proved too much 
for some backbenchers. A short retraction 
might have saved her, for Mrs Thatcher was 
ppalled at the savagery of the attacks on 
her and their racial overtones. But when the 
‘hief whip was told by the chairman of the 
2 committee of Conservative back- 
benchers that Mrs Currie had to go, the 
; prime minister “with great personal sad- 
-ness accepted Mrs Currie's resignation on 
D ecember 16th. 

- The agriculture minister, Mr John 
: MacGregor, subsequently told the House of 
. Commons that the government will pay 30p 
per dozen for surplus eggs s destroyed for a 
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ported a surge in poisoning in the 


- two-thirds of frozen British poultry car- 


other says one in each 200m. 

Nor was anything made clearer by the | 
government advertisement that ap- 
peared under the sublimely silly heading 
"Eggs. The Facts". The best evidence | 
comes from the medical men, who point | 
out that the salmonella-and-eggs prob- | 
lem has been around a long time. In 1944 | 
the British Medical Joumal (BMj) warned | 
that salmonella was infecting duck (and, | 
to a lesser extent, chicken) eggs—and 
that it could be transmirted through the 
ovarian tract as well as through shells. 
The subsequent publicity. effectively 
wiped out the production of duck eggs. 

Later salmonella scares were visually 
associated with poultry-meat rather than 
eggs. But last April imerican doctors re- 








north-eastern United States from eggs 
infected with a new bacillus, salmonella 
enteriditis phage type four, which could 
be transmitted through the ovarian 
tract. The British public-health labora- 
tory found the same strain in British 
eggs. Spanish officials found, in a batch 
of 1,000, six eggs that were similarly i in- 
fected. Denmark -and Ireland also re- 
ported outbreaks. In an effort to stop in- 
fection, Sweden has just decided to ban 
all battery hens within ten years. 

Bad news for all hens: the publicity 
will ensure that anybody with the small- 
est stomach upset assumes it is a case of 
salmonella poisoning, thus sharply rais- 
ing the reported figures from now on. 
The latest BM] reports one estimate that 
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cases are contaminated with the culpable 
salmonella bacillus. It does not hazard a 
guess at how many eggs are also infected. 

But, given numbers like these, consum- 

ers are understandably cautious about 
buying and eating them. They will go on 
being so until the industry succeeds in 
establishing infection-free laying aem 


. period of four weeks. He will also pay for a 


1096 reduction in the laying flock. The Na- 
tional Farmers Union is demanding more 
government cash to compensate farmers; it 
assumes, probably rightly, that the perma- 
nent reduction in demand for eggs will be 
greater than 1096. Consumption of sausages 
in Britain never recovered to previous levels 
after a television programme revealed what 
a commercial sausage containe 

. Most politicians went home for Christ- 
mas feeling more sorry for Mrs Currie than 
seemed possible two weeks ago. Ministers 
want to assume that the affair is now closed, 
but they may be wrong. The select commit- 
tee on ses re will 
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. not been a success. To satisfy 


conduct an inquiry - 


into "the governm 
to the situation." The chairmar 
mittee, Mr Jerry Wiggin, oe isa yid 
Conservative food minister, says that his 
committee will want to see the advice that 
agriculture and health ministers received 
from their officials. If revealed, dur advic 
could prove embarrassing. | 

In 1954 an agriculture mini ter h hones 
ably resigned during the Crichel Down af 
fair for maladministration in his depart 
ment. If, as is quite possible, the selec 
committee finds that the agriculture depart- 
ment has been more assiduous in protecting 
its producers than in guaranteeing con- 
sumer safety, Mr MacGregor and his food 
minister Mr Richard Ryder, both personally 
popular, should read the Crichel Down 


files. 





















Weapons procurement 


They've got T. 


money ‘TOO — 


ry Y JINGO, the British army is to have a 

5 British tank. If it works. The june 

secretary, Mr George Younger, anr 

on December 20th iar Vickers es 

Systems are to get £90m over 21 months to 

develop a new machine. The House of Com- 
mons unanimously approved. 

The money is for the first stage of a con- 
tract to replace the army's fleet of Chieftain 
tanks, the first of ms entered service in 
1965. More than 600 new tanks will eventu- 
ally be required, at a cost of more than £1 
billion. For over a year the Ministry of De- 
fence (MOD) has been considering (and be- 
ing lobbied and arm-twisted about) which 
tank it should be. 

The options were three: an improve 
version of the German Leopard the 
Abrams miar, made by Am eral 
Dynamics; or a new version of the Chal- 
lenger, an existing Vickers tank that is in 
service already, and whose qualities are suct 
that most British tank soldiers wanted the 
Abrams. The American Abrams has a 
proved gun and fire-control system; the 
present version of the Challenger needs a 
new gun, and its old fire« vip yom has 



























the Abrams would has n mod 
Britain’s supposedly pecalian ne ds. ] 
its isum): it rape been red ei used fr 





son, "the MOD v was not ] us 
option with its customary: eal I 

That second reason was a desire to 
avoid prime ministerial "wrath. Ever since 
the government had to scrap a contract for 
the British-made Nimrod non-functioning 
radar aircraft, and Sn Boeing’s AWACS sys- 
tem instead, Mrs That | 
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The poor die younger 


The better-off have always been healthier than the poor. The govern- 
ment has agreed to a World Health Organisation resolution to reduce 
health inequalities by a quarter by 2000. Can it do so? 


T IS notoriously difficult to measure 

differences in the health of rich and 
poor. But most researchers accept the cen- 
tral propositions of a report by Sir Doug- 
las Black that was commissioned by the 
last Labour government but published in 
1980 under its Tory successor: that Brit- 
ons in lower social classes have worse 
health than those in higher social classes, 
and that the gap has been widening. 

The Black report based these conclu- 
sions on mortality statistics by social class 
collected by the Office of Population Cen- 
suses and Surveys (see left-hand chart). 
These have been attacked because they re- 
late to people aged between 15 and 64. 
Most people are older than that when 
they die; and beyond 64 the links between 
class and age at death seem to diminish. 
Another problem is that class compo- 
sition changes over time. In 1931 1496 of 
the population belonged to social classes 1 
and i1 and 38% to classes Iv and v. By 
1971 the two top classes had risen to 2396; 
the two bottom had dropped to 2696. 

One rival assessment by two econo- 
mists, Professor Raymond Illsley and Mr 
Julian Le Grand, tried to allow for these 
points by looking at individuals’ life ex- 
pectancy instead of mortality. It found 
that differences between individuals had 
narrowed. But that reflects a rise in life ex- 
pectancy as infectious diseases like tuber- 
culosis have become rarer, while degen- 
erative illnesses like cancer have become 
more common causes of death. The fact 
that the ages at which people die have 
converged does not necessarily contradict 
the Black report. 

Another study, by Professor Michael 
Marmot, dealt with changing class compo- 
sition—and also the distortion caused by 
self-reporting of class. It took a defined 
group of civil servants belonging to differ- 
ent social classes. Professor Marmot 
found that those at the bottom of the 
scale had mortality ratios three times as 
high as those at the top—an even bigger 
gap than Black. 

Research in other countries confirms 
the existence of big health inequalities. A 
recent Swedish study showed a close cor- 
relation between coronary heart disease 
and class. "The Health Divide", an up- 
date of the Black report published last 
year by the Health Education Council, re- 
ported big class variations in rates of 
chronic illness in France; and similar dif- 
ferences in infant mortality in Denmark. 
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Unemployment and deprivation have 
been brought into the debate. A 1987 ar- 
ticle in the British Medical Journal 
claimed that 40,000 premature British 
deaths would be caused by unemployment 
over the next decade. Last August a study 
financed by the Economic and Social Re- 
search Council found a strong link be- 
tween social deprivation and ill health. 


Cause and effect 


There is some consensus about the exis- 
tence of health inequalities and their in- 
crease. But there is none about the other 
part of the debate: the causes of inequal- 
ity, and what should be done about them. 

Even the direction of causality is in 
doubt. If unemployed people suffer more 


BSc Oe c NP A 
Sources: The Black Report; Office of Population Censuses and Surveys 


from ill health than those with jobs, that 
may mean that ill health helps to cause un- 
employment, not the other way round. 
There is an intriguing correlation between 
height (a well established health indi- 
cator) and civil-service grade: senior civil 
servants tend to be taller than their ju- 
niors. This may mean that staff are short 
(and so less healthy) because they are in 
lower grades: or that they are in lower 
grades because they are short. Implausible 
heightism? Well, an Aberdeen study 
found a link between brides' height and 
the social class of their grooms. Tall girls 
moved up the social scale on marriage, 
short girls down. 

There is no dispute about the effects 
on health of income, housing, health-care, 
diet, smoking and the environment: all 
can affect health, and so health inequal- 
ities. But there is argument about the 
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right response. The Black report called for 
more public spending on income support, 
housing and the National Health Service 
(NHS). Tory ministers rejected this, proba- 
bly sensibly. After all, the gap between the 
health of rich and poor had widened even 
during the 1960s, when spending on all 
those things had been growing fast. 
Instead, reformers should question the 
distribution of NHS spending, which goes 
disproportionately to the better-off. This 
is partly for geographical reasons: doctors, 
nurses and hospitals are concentrated in 
south England, even though mortality ra- 
tios suggest they should be sent north (see 
right-hand chart). The NHs budget has 
sent cash for hospitals north since 1977; 
but nothing has been done about the un- 
equal spread of general practitioners. 
Fewer than a fifth of deaths are suscep- 
tible to medical treatment. Diet, smoking 
and the environment are probably more 
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significant. Low-income groups today eat 
twice as much sugar and white bread as 
high-income ones, but eat much less fruit. 
Mothers from lower social groups, with 
higher infant mortality, are more likely to 
bottle-feed their babies. Smoking is in- 
creasingly concentrated in lower social 
classes. Environmental pollution always 
has been. The rich tend to live in western 
parts of cities and the poor in eastern 
ones; the prevailing wind carries air pollu- 
tion from the rich to the poor. 

The best way to narrow the health gap 
is through publicity aimed at cutting 
smoking and improving diet. Reducing air 
pollution would help too. The govern- 
ment will miss the effervescent Mrs Ed- 
wina Currie, chief advocate of healthier 
living. Might this be a chance for Mr Da- 
vid Mellor, the health minister, to become 
as famous as his erstwhile junior? 
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Diplomats 
|. A GREMLIN got at our diplomats 
|| LA last week. The numbers given in 

- the text for staff at various embassies, 
as given in the latest London Diplo- 


iu 
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B 
i 

| 
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| 
| 
| matic List, should have read: Japan 
|| (63), India (62, and one post vacant), 
|| West Germany (50), Italy (23), Egypt 
| (76), Ghana (35), Malaysia (33, and 
|| one post vacant), and Jamaica (22). 
|| The figures in the table were correct. 
|| Our general point still stands: the size 
|| ofamission bears little relation to the 
||. size or wealth of the country it repre- 
|| sents. But apologies to all bemused 
| ambassadors. 
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mined that no defence contract should go to 
Britain just to look patriotic. 

The lobbying for Vickers was led by 
lord Young at the Department of Trade 
and Industry (pri). He argued that, if all 
Vickers said was true, its tank would be at 
least as good as the Abrams. Officials at the 
DTI were suspicious of the American price; 
perhaps it was so low only because General 
Dynamics wanted to drive Vickers out of 
the market. Britain has been disappointed 


by the non-fulflment of some previous 


promises about “offsets —arrangements 
whereby foreign contractors undertake to 
place some of their work with British firms. 

So Lord Young felt he was justified in 
backing the British option. He had allies. A 
letter published in The Times from mem- 
bers of the House of Commons select com- 
“mittee on defence backed Vickers. Some of 
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he MPs thought the Challenger's un- 
doubted superiority in fuel consumption 
- outweighed its inferior fire-control system. 
. Others feared that, if Vickers were not cho- 
- sen, substantial export orders would be lost, 
and the British tank industry would disap- 
pear. It was this prospect, with its associated 
- loss of employment in places like Leeds and 
Newcastle, that made Labour MPs support 
.—. Vickers. 
— . All the mps thought it important for 
Britain to have an indigenous tank-building 
- capacity. Is it? Mr Younger did not think 
.. this vital in all circumstances. One of his top 
. officials, giving evidence to the select com- 
— mittee in April 1988, said that "modern ca- 
= pable tanks can be bought off the shelf from 
— overseas". Still, Vickers will now get the 
- cash to show that its tank, and a new gun to 
go with it, are really as good as the firm 
— claims. It had better be right. If it fails the 
= test—which, at Mrs Thatcher’s insistence, 
- will be a tough one—and the MOD has to go 
— back to General Dynamics, there is no guar- 
— antee that the Americans will offer the same 
easy terms as now. 
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Mobile telephones 


Off line 


! MS people now use a mobile tele- 


phone in Britain than in any other 
country in Europe: nearly 450,000, a third 
of them signed up within the past year. 
These numbers have so exceeded expecta- 
tions that the government is now thinking 
of allowing a third network. 

So far, the government has managed 
conditions for cellular radio rather well. In 
1983 it sensibly licensed two competing net- 
works, Cellnet (jointly owned by Securicor 
and British Telecom) and Racal-Vodafone. 
The competitors extended the service to 
parts of the country that a single state-run 
system would have been slow to reach. But 
now that much of the country is covered, 


A job for the state 


In most countries that 
have encouraged them, 
mobile-telephone ser- 





HOW OTHERS vices are offered to the 
DOIT public by the state- 
C 










owned company which 
also supplies ordinary telephone ser- 
vices. Such companies are more used to 
turning customers away than to attract- 
ing new ones. But France and West Ger- 
many are now talking of al- 
lowing private firms to 
compete, too. 

America got off to a 
slow start. Progress was 
hampered by disagree- 
ments about the rules that 
the Federal Communica- 
tions Commission should 
follow in issuing licences. 
There is no national sys- 
tem; instead, licences are 
specific to particular cities, 
with one reserved for the 
operator of the local tele- 
phone service. Licences, 
like much else in America, 
can be traded. So one firm, 
McCaw Cellular Commu- 
nications, has acquired li- 
cences for over 100 cities. 
It has become America’s 
largest provider of mobile 
telephone services. Now 
that the regulatory struc- 
ture has been sorted out, 
the American system is ex- 
panding fast. America and 
Canada have 2m subscrib- 
ers, generating revenues of 
over $2 billion a year (£1.1 
































both are reluctant to bring down prices 
(they charge almost the same tariffs) for fear 
of starting a price war. 

The government also proved right in in- 
sisting that the two networks should deal 
with consumers only through independent 
intermediaries. These "service providers" 
sign on new users, sell them the telephone 
and send out the bills. Competition is in- 
creased because the providers can deal with 
either network and offer discounts on cus- 
tomers’ bills. Around 60 of them now lure 
new customers on to the networks by cut- 
ting the price of telephones to the bone, in 
the knowledge that they will later get a cut of 
the revenues from calls. The structure helps 
everyone in the business: service providers 
profit from the volume of calls, and the net- 
work operators get a rapidly expanding 
number of subscribers. But economies of 


scale may eventually cut the number of pro- 







billion), according to estimates by 
Dataquest and European Mobile Com- 
munications. 

Services in continental Europe are 
provided only by state-run networks. In 
France a second, private network, led by 
the Compagnie Générale des Eaux, will 
begin next year; and the Deutsche 
Bundespost, West Germany’s post and 
telephone monopoly, may allow compe- 
tition soon. Although 
both countries have popu- 
lations roughly the size of 
Britain’s, they have only 
about 90,000 subscribers 
each—a fifth of the num- 
ber in Britain. Italy lags 
further behind, at just 
27,000 subscribers. Given 
Italian driving, that may be 
just as well. 

Scandinavia has the 
highest number of sub- 
scribers per head, but also 
has state-run systems. Ser- 
vice began in late 1981, be- 
fore Britain, France or 
West Germany, and com- 
mon standards are used by 
all the countries. So a 
Swedish car telephone can 
be used in Oslo as easily as 
in Stockholm. Ownership 
of mobile telephones has 
been buoyed by the 
Scandinavians' love for re- 
treating to cabins in the 
woods in the summer. 
They may like to escape 
civilisation, but not to be 
completely cut off. 
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viders to about ten. | 
Expansion has not been painless. Many 

of Britain's new army of users—primarily 
drawn from the hard-to-please enterprise 
classes—do not think much of the service 
they get: some are cut off halfway through a 
call, have rogue calls charged on their bills, 

or find other conversations creeping in to 

join theirs. Some protesters are being pla- 


cated by more radio receivers, more checks 


when bills are made up, and better installed 
aerials. The problems are not yet enough to 
deter new-owners from the latest status sym- 
bol, though. erage subscriber uses the 
telephone for only five or ten minutes a day. 
But unless the problems are solved soon, the 
market will stop growing. | 
.. The regulatory Office of Telecommuni- 
tions is thinking of making the two oper- 
tatistics about quality of ser- 














ight dovetail nicely with the start of 
new pan-European cellular-radio service 
' in 1991, which will allow telephone owners 
to use the same telephone in Paris and in 
London. At present, technical standards 
vary. But now a common standard has been 
agreed throughout Western Europe, and a 
consortium of existing operators is thrash- 
ing out the details. Because they are doing 
nicely in Britain, Cellnet and Racal- 
Vodafone may not hurry to expand into 
continental Europe. That might be left to 
the new third network. As the pan-Euro- 
pean service is likely to be more expensive 
than the existing one, it could be marketed 
as a premium product. 





Official statistics 


Funny figures 


RITAIN'S real gross domestic product 
" grew by 414% in the year to the third 
. quarter; or by 234%; or it contracted by 196. 
Take your pick, for the Central Statistical 
Office (cso) has disowned its measurement 


of national output. There are three ways of. 
working out GDP. The one that has gone . 


haywire is the expenditure measure—the 
sum of everything spent on goods and ser- 


vices, less imports. This measure fell 396 be- A i 
tween the second and third quarters. The 


they went up. | | 

V. Allthree should be the same. In practice 
they never are, though the gap between 
them has often been small enough to ignore. 

- Awkwardly, it has been growing of late, and 





spending £4 billion less than the suppliers of 





e lnvestmen fell, according to the funny fig- 
- ures, by 334% in real terms between the sec- 
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other two measure output and incomes, and. — 


in the third quarter people were counted as 





ond and third quarters. Rubbish, booms the 
Confederation of British Industry; if indus- 
try had been cutting back investment plans, 
the CBI would have heard. 

€ Exports may have been under-recorded — 
and the current-account deficit, £4.13 bil- 
lion in the third quarter, overstated. The 
deficit is actually much the same as the £4 
billion “balancing item” (ie, the total of mis- 
takes). The cso still wants to believe that 
the balance-ofpayments figures are the 
most reliable part of the national accounts. 
Treasury officials are sceptical. The method 
of recording exports, they say, is still in the 
age of steam. 

The government has carried out a de- 
tailed scrutiny of the case of the missing 
spending. It has not yet decided whether to 
publish its findings, but the cso will put out 
"reconciled" national accounts (ie, a best 
guess) within a few months. Sir Terence 





Loved and lavatorial 


VA HO would find hilarity in a maga- 
V V zine that includes features such as 
the "Bottom Inspectors” or "Felix and 
his Amazing Underpants"? Only the 


British with their bizarre love of rude - 


jokes and innuendo. The paper that law- 
yers and lager louts alike now rush out to 
buy (for 90p) every other month is Viz, a 





- sort of cross between the Beano comic - 
and the satirical Private Eye. Its circula- 


tion has doubled since October to over 


500,000, making it Britain's 14th-best- - 


selling. magazine. Private Eye—pub- 


sof || lished fortnightly—trails behind at just 
goods and services say they bought. Two 1. over 200,000. 2; 


s of expenditure look especially |. 


... Viz is in fact nine years old. Born in 
. Newcastle, it was conceived by its young 
editors, Messrs Chris and Simon Don- 





.and Dandy. Over half of 





showed the pap: 































Burns, chief economic advis 
ment, tecently warned a par 
mittee against expecting a fast i 
in the quality of economic data. Tte 
ficials argue that it is now harder 
statistics. For example, lifting exci 
trols removed about 700 officials 1 
to fill in forms on every foreigt 
transaction. | "P 
The government would like 
still further the burden on busi 
porting statistics. Most reporting 
voluntary. Critics say that cuttin 
on the cso, which has lost about f: 


s 


ald, as an adult comic to amuse 
friends, It remained an amateur « 
until it was bought by Mr Ri 
Branson's Virgin Group four years a 
In March 1987 Mr John Brown, ma 
ing director of Virgin Books, starte 
his own publishing company, taking Vi 
with him. The Virgin Group still has an 
interest in the magazine. 

Though Mr Brown saw the maga- 
zine's potential, even he is taken aba 
by its sudden success which, he says, | 
spread largely by word of mouth. A co 
tributory factor was the appearance o 
the magazine's creators on “The Last Re- 
sort”, a popular late-night television ch 
show. High-street newsagents like W. 
Smith now stock Viz, making it easi 
available throughout Britain. 

Apart from straightforward vulgarity 
the magazine “with a windy bottom c 
ries pastiches of tabloid newspapers a 
of television's "Nine O'Clock News 
Spoof teen-roma ies f 
ure beside more imagir ; 
cartoons. Not surprising 
of the readers of Vig ar 
them brought up on com 













between 18 and 24, many of the 
ther education of some sort. Olde: 
ers tend to be in professions like com 
ing, engineering and the media - 
readership survey found civil servant: 
among the magazine's admirers. s 
‘But Viz is not an easily exportabl 
taste. Mr Brown recalls that, whe 
tor, a look of “complete panic" appeare 
on the man’s face. He'was at a loss fo 
words. | 
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"HERE must be something wrong 
with this country if it's so easy to 
' money out of it.” Thus Mr Roy Thom- 
; later Lord Thomson of Fleet, a Canadi- 
"who made a fortune from British televi- 





tain has often accepted outsiders only 
idgingly, yet it has benefited from them 
ously. Many have risen to promi- 
ie; in business like Lord Thomson, in 
in the arts and academic life. 


the Chinese in South-East. Asia, the 
s in West Africa, Indians in East Afri- 
play a dynamic role in their adopted 
y. In all those cases, though, immi- 
have come from more advanced soci- 
han the ones they settled into. Britain 
been a fairly advanced society for centu- 
So how have so many immigrants made 
mark here in Britain? 


ianks to Hitler 

one group it seems almost needless to 
a the Jews who fled from Hitler before or 
ring the 1939- 45 war. The vigour and en- 
rise of Jews wherever they end up is leg- 
darv. Britain has benefited alike from the 
‘ival of the banking Rd in 1804 
J of the poor, often penniless, Jews who 


n, newspapers and oil in the 1960s. : 


ow have they done it? Many expatri- 


tsiders have frequently brought fresh vigour into British life. This arti- 
looks at some of the most prominent of the latest generation of new 


fled the pogroms of Eastern Europe later in 
that century—and who, within a genera- 
tion, were producing men like Sir Isaac 


Wolfson, a pioneer of British retailing, Sir. 


Max Joseph and many more. It would have 
been surprising if this latest wave of immi- 
grants had not produced its own successes. 
Sure enough, it has. The madness of 
Hitler has enriched most aspects of British 
life: with men such as Sir Claus Moser, from 
a well-off and cultivated German. banking 
background, who became head of the gov- 
ernment statistical service in the 1960s and 
later chairman of the Royal Opera (and a di- 
rector of The Economist); Mr Robert 
Maxwell, from a wretched vil lage in Czecho- 
slovakia, who through a wartime Military 
Cross and some unmemorable years as a La- 
bour member of Parliament, has come to 
head a huge publishing empire. 


Imperial legacy ; 

A more peculiarly British eroin has 
been the influx from far-flung bits of the old 
British empire, Immigrants like these are 


. able to fit into British society, yet bring qual- 


ities from their own more vigorous societies 
that enable them to stand out from it. 


Some of these people have been 


drawn—and later fitted mast: an Oxbridge 


xus 


education, often financed by a Rhodes 
scholarship. The scholarships were en- 
dowed in 1902 by Cecil Rhodes, empire- 
builder and diamond magnate, for students 
from the Empire, America and (until the. 
Great War intervened) Germany. One such 
is Mr Bryan Gould, a fifth-generation New - 
Zealander who joined the British Foreign 
Office after Oxford. He went into politics, 
and is now a bright star on Labour's parlia- 
mentary front bench. Another Rhodes 
scholar who stayed on and is now a high 
court judge is Sir Lenny Hoffmann, who was 
brought up in Cape Town. Both men feel 
that Oxford was vital, for it opened doors. — 

Oxford was also the door-opener for Sir 
Kit McMahon, an Australian economist 
who joined the Bank of England, became its 
deputy-chairman, and is now chairman of 
the Midland Bank. A fellow Australian of a 
rather different type is Ms Germaine Greer, 
author of "The Female Eunuch” -She wasat 
Cambridge. 

Others have transferred T skills to 
Britain later on in life. They include a host 
of other South African lawyers: Sir Lenny is 
just one of four English High-Court judges 
born and brought up there. Another, Sir Jo- 
han Steyn, is an Afrikaner, who came to 
practise in London 15 years ago after a doz- 
en years at the bar in South Africa. 

Perhaps the most colourful expatriates 

have been the entrepreneurs. Early exam- 
ples of these too came from South Africa: 
"Randlords", men like Alfred Beit and Ju- 
lius Wernher, who made their fortunes in 
gold and diamonds and then used their 
wealth and power to become influential fige > 
ures in Britain. Canadian-born Max Beaver: 
brook came to Britain between the wars to 


establish a newspaper empire. Lord Thom- 


son was a later example. Later still came Mr 
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Rupert Murdoch, and Mr Conrad Black, 
who owns the Telegraph group. 

But today's prominent “ex-colonials”’ 
are a different breed from their predeces- 
sors. The early ones, in the days when Lon- 
don was the capital of the empire, came to 
Britain to stay and become part of the estab- 
lishment. Now many pf the new men keep 
close ties with their country of origin, and 
say (the South Africans being an exception) 
that they will eventually "go home" for 
good. One such is Sir Zelman Cowen, retir- 
ing provost-of Oriel College, Oxford, and 
chairman of the Press Council. He will re- 
turn to Australia, where he was governor- 
general from 1977 to 1982; he is now chair- 
man of the Australian national opera. | 

For some, Britain is merely one part of 
their worldwide interests. The originally 
Australian Mr Murdoch, who owns five 
British newspapers and a satellite television 

'station, Sky Channel, has moved on from 
Britain to become an American citizen. 


The Jews of East Africa 


The latest of Britain's successful immigrants 
come from a group that combines the impe- 
rial connection with, often, refugee status: 
the Asians from East Africa. 

Mr Arunbhai Patel is one example. A 
39-year-old from Uganda, he came to Brit- 
ain in the late 1960s as an aeronautical stu- 
dent. He is now worth around £50m, ac- 
cording to a survey by Money magazine, and 
the owner of Finlays, a chain of 245 news- 
agents that he bought for £20m in 1987. At 
the time, it was losing £6m a year. Next year 
it is likely to make profits of around £1.5m. 
All the same Mr Patel had difficulty raising 
the money. The British clearing banks 
turned him down. In the end it was the 
American Citibank that put together the 
loan. 

The turning point in Mr Patel’s life 
came in 1972, when he was unexpectedly 
joined by 30 penniless relatives, ejected from 
Uganda by Idi Amin. Sudden poverty and 
the “lack of freedom of choice” that result- 
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Hick, Indian 
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ed galvanised Mr Patel into action. Rather 
than accept accommodation in a refugee 
camp, the Patel clan squeezed into a rented 
house. Mr Patel opened the first of a series 
of newsagents, putting members of his fam- 
ily to work behind the counters. 

At the same time he took accountancy 
exams. In 1974 he opened his own practice, 
getting most of his work from other Asian 
businessmen. Describing himself as a mer- 
chant at heart, who likes to “buy and sell— 
and do it well", Mr Patel gets up at five 
o'clock each morning, and goes to bed after 
midnight. If there is a Jewish sound to his 
story, do not be surprised: the Gujarati com- 
munity in western India, from which the Pa- 
tels originate, is well known for its commer- 
cial bent there. 


Outsider, insider 

Yet a tradition of enterprise alone cannot 
account for the success of Britain’s Jews or 
Gujaratis. India has millions of poor Gujara- 
tis, Just as Eastern Europe had millions of 
poor Jews. It is no accident that when some 
of Britain’s Asians visit India they find their 
fellows lethargic. One phrase for the spirit 
that brings success is "get up and go”. 

For Britain’s immigrants, success has 
come as it does for anyone, from energy and 
ambition: the energy to uproot themselves 
(or to survive being uprooted) in the first 
place, the ambition that would not be satis- 
fied at home. Or, sometimes, could not: 
many from the former empire have come be- 
cause they needed a bigger pool to swim in. 
Mr Anthony Sher, a South African who is 
arguably the finest Shakespearean actor of 
his generation, had no choice but to come to 
Britain to do what he wanted. In his home 
country, Mr Graeme Hick, the Zimbabwean 
batsman who has taken English county 
cricket by storm, would have been a shark 
confined to a goldfish bowl. 

For a writer or thinker, the constraints 


back home are less. But England is still the 


pole of the English-speaking world, a place 
where talent can flourish and meet other tal- 
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ent. Ask Ms Greer or Mr $ 
an Indian novelist; or Mr 4 
Trinidadian who came to 
dent and stayed on to flouri 
and agonised travel writer. 
There is more, though, te 
success than energy and ambi 
portant ingredient is the feelit 
outsider. Sir lames Goldsmith 
Anglo-French financier, puts- 
"Dynamism is usually the resul 
librium.” The son of a British a 
cated at Eton, he can hardly be 
a foreigner. Yet that is what he: 
to be— both in France and Bri 
Weinberg, the one time whizz 
surance and now chairman of A 
bar, a financial group, is of the same 
Originally a real outsider— he was bo 
educated in South Africa —he came 
ain at the age of 29. His lack of £ 
local connections to help him in | 
years acted, as he puts it, as “giir 
oyster.” 





Not quite gentlemen 
Many expatriates in prominent po 
day arrived in Britain in the ! oe 
1970s, when the British elite found: 
of making money more distasteful ¢ 
does now. The top ranks of British s 
had money and spent it cheerfully, | 
were brought up in their "public" s 
and universities to think that making 
not the done thing. 
This aversion to making mon 
spread wide. Sir Mark Weinberg n 
how, shortly after his arrival in: 
1960s, he walked into one of the ti 
life-assurance companies, sayit 
thinking of taking out an endow 
cy. He was handed a piece of pap 
shrug and expected to get on wi 
aback bv such a lack of market: 
had been sharp competition in- 
surance industry in loha 
an opportunity and grabbed it, Wir 
amount of backing, he started up 


































































































pany, Abbey Life. 
Many others have profited im the 
sh reluctance to make money. Often 
y have been Canadians or Australians 
the same Anglo-Saxon roots as their 
sh counterparts, but without the British 
itions about commerce. Or about 
: being outside Britain's class system, 
' EN freely, unconstrained by accent 
background. That was a big advantage for 
argues Sir Mark. Coming from South 
ca, he could not be classified and could 
get on with everybody. As Abbey Life 

he needed “establishment” backing 
a merchant bank. After initial rejec- 
s, Hambros came forward. “For all they 
w, Í could have been Harry Oppenhei- 
$ favourite cousin." 


-you can do that here 
some immigrants success has come first, 
gration later. Already successful at home, 
have been invited to take up senior 
in Britain. 
fessor Baruch Blumberg, an Ameri- 
10 will come to Britain next autumn as 
ter of Balliol College, Oxford, is a Nobel 
winning scientist renowned for his 
on the hepatitis-B virus. Professor Ralf 
dorf had been a member of the Eu- 
‘an Commission in Brussels, before he 
gan a ten-year stint as director of the Lon- 
School of Economics in 1974. He is 
warden of St Antony's Coll ege, Ox- 
. Sir lan MacGregor was called in by 
Margaret Thatcher to be chairman, 
of British Steel, and later of British Coal 
ugh the dark days of the 1984-85 min- 
strike. Though born in Scotland, he had 
it. his adult life in America. 
Án earlier import was Mr Graham Day. 
ame, as a 38-year-old Canadian, to run 
beleaguered Cammell Laird Shipbuild- 
1971. After the shipbuilding industry 
is nationalised in 1975, Mr Day returned 
Canada to teach strategic planning at a 
ess school. Then, in 1983, he was 


pieces ; of British Shipbuil Tk back in the 
private sector. He is now chairman of the 
Rover Group. The most prominent of his 
predecessors was a South African, Sir Mi 
chael Edwardes. He was the first man in de- 
cades to make Britain's car industry come to 
terms with commercial reality. 

Yet there is more to such people's suc- 
cess than having been successful anyway. Mr 
Day describes himself as coming from a 
tough background where he had to “deliv- 
er" all the time. Raised in Nova Scotia, he 
had a full-time job while at Dalhousie Uni- 
versity. When he joined Canadian Pacific at 
the age of 23, he was expected to solve prob- 
lems, not make excuses. And, coming from 
abroad, he was not inhibited, as many Brit- 
ish managers were, by the notion that “you 
can't do that sort of thing here". Mr Day 
just went ahead and did it. So perhaps it was 
no accident that the man who began the 
smashing of restrictive work-practices in 
Fleet Street was Mr Eddy Shah, English- 
born but the product of an unconventional, 
partly-Persian background. 


Mixed blessings 

Thus far, the impact of immigrants like 
these seems entirely for the good. They— 
and that most English of politicians, Mrs 
Margaret Thatcher—have put a bomb un- 
der a ruling elite for whom the raw pursuit 
of success or money seemed somehow ill- 
bred. And about time too. Yet, say some, 
the change is not all pure gain. 

The warning comes, curiously, from the 
City of London, the temple of money (and, 
by no accident, thick with the brass plates of 
one-time immigrants—such as Rothschild, 
Hambro, and Warburg). Mr Stanislas Yas- 
sukovich is chairman of Merrill Lynch, Eu- 
rope. Son of a White Russian, he was 


brought up in France and America. Posted 


to the London office of White, Weld in 
1962, he stayed on in the City to become 
one of the founding fathers of the Eurobond 
market. He is still there, among other things 
as deputy chairman of the stock exchange. 
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Shaheed tad a certain ens of life has 
been lost. 

“One is always better looked dert in a 
hotel that i is losing money,” he says mischie- 
vously. "In the days when people cared 
more ya earning a reputation than a rap- 
id fortune, the City was a nicer place to 
work in than it is Hac 

Many others value Britain as more than 
a place to make money in. Another Ameri- 
can, Mr Michael von Clemm, has also been 
in Britain since the 1960s. A former chair- 
man of Credit Suisse First Boston in Lon- 
don, since 1986 he has been commuting to 
New York for his job as chairman of Merrill 
Lynch Capital Markets rather than leave 
Britain. He is a member of the British Muse- 
um Development Trust as well as being on 
the advisory board of the Royal Academy. 
At present his pet project is a plan to build a 
£34m private opera house in the grounds of 
Compton Verney, a large eighteenth-centu- 
ry house in Warwickshire. - | 

For some distinguished immigrants, 
Britain is a convenient and pleasant base for 
an international career. Thus Miss lessye 
Norman was already well established as an 
opera singer before she came to live in Lon- 
don. Others have retired in Britain, like an- 
other American, Mr Miles Copeland, after a 
colourful career with the cia, notably in the 
Middle East. Married to an English wife and - 
with a strong southern-states accerit, Mr 
Copeland too is here because he likes 
Britain. 

Such tributes are not to be dismissed. 
Britain has profited repeatedly from. immi- 
gration—and will no doubt do so again if it - 
has the wit to let in plenty of the Hongkong 
Chinese who are already looking for a bolt- 
hole from communist rule. It cannot afford 
to turn enterprise away. Neither, though, © 
can it afford to lose the good qualities that 
make Britain what it is; and some of these l 
are the obverse of its faults. 
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The world economy 








end to the recovery which began in 1982. 


strong domestic demand and an increase in 
| its exports. Japan grew by nearly 696. Even 
Europe's laggard, West Germany, grew by 
33496, because of a strong demand for its 
capital goods. Poor countries did almost as 
well, with a 312% average growth rate, but 
| their populations are growing fast too. 

3 


Financial markets 
Ne economic growth created ca- 


pacity shortages in America and Britain 
that increased fears of higher inflation. 
Both countties raised their official interest 
rates. West Germany did too, having once 


Over-awed by the high cost of money, share 


year, and traded well below their pre-crash 
highs. Tokyo, undaunted by the yen's 
strength and the emperor's slow decline, hit 


new highs. 
The dollar had a restless year. It started 


close to its postwar lows against the yen 
(about Y122), before central banks gave it 
strong, if brief, support. Rising American 
interest rates and a narrowing current-ac- 
count deficit helped the dollar until the au- 
tumn. But when investors watched the lips 
of the President-elect, George Bush, they 
doubted that the budget deficit would be 
cut by: much. Against the yen, the dollar 
ended the year much where it began. 


Debt burdens 


ATIN AMERICA'S debt saga rumbled 
on. Brazil struck a deal with its credi- 
tors to pay a big chunk of interest arrears in 
return for fresh money. But the united 
front of the commercial banks in their deal- 
ings with recalcitrant debtors crumbled: 
smaller European banks and regional 
American banks preferred to sell or swap 
their debt, rather than throw good money 
after bad. Japan tried to help with a plan 
(pooh-poohed by the Reagan administra- 

| tion) to securitise third-world debt. 









American regulators were more worried 
about soaring indebtedness at home. The 
financial difficulties of the thrifts got 
worse. The Federal Savings and Loan Insur- 
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HE rude economic health of rich coun- 
tries in 1988 confounded the many 
soothsayers who predicted that the Octo- 
ber 1987 stockmarket crash would put an 


GNP in America grew by 334%, thanks to 


prices on Wall Street went nowhere all - 





up the mess. 


da 
Commodities and trade 


* , E tet LLL. 
again overshot its money-supply targets. | | ^ ^. 


of the year when the cartel's 13 member 
countries unexpectedly agreed on new pro- 
duction quotas. f 


World trade grew by 996, but new barriers 
to trade seemed to rise almost as fast. At- 
tempts to strengthen the GATT were 
wrecked by a row between America and Eu- 
rope over farm subsidies. 
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Mergers and takeovers 


EGULATORS also fretted about cor- 
porate America's indebtedness, par- 
ticularly the $95 billion-worth of new lever- 
aged buyouts. These piled mountains of 
debt on top of tiny equity bases. 


Multi-billion dollar takeover bids became 
common on both sides. of the Atlantic. 
Soggy stockmarkets did nothing to deter ac- 
quisitive companies—debt replaced equity 
as the currency for their bids. In America 
the $13 billion bid by Philip Morris, a to- 
bacco giant, for Kraft, a food company, was 
a short-lived record. Kohlberg Kravis Rob- 
erts, a specialist in leveraged buyouts, 
bought RJR Nabisco, a food and smokes 
company, for $25 billion. Other big Ameri- 
can bids included the $5.2 billion takeover 


of Farmers Group, an insurer, by Britain’s 


ance Corporation pumped several billion 
dollars into bust thrifts. Over $50 billion 


more might eventually be needed to clear 


TRONG industrial demand pulled up 
base-metal prices. The prices of food- 
stuffs followed soon after because of the 





most severe drought since the 1930s in the 
Midwest, America’s bread-basket. Despite 
fears of higher inflation, the price of gold 
slipped. The price of crude oil slumped— 
thanks to infighting and overproduction 
within OPEC. Oil recovered a bit at the end 






































B.A.T Industries; and the $5.8 billion whic 
Grand Metropolitan, a British (onn 

brewing company, paid for Pillsb ry a 
American burgers-to-sweetcorn gro >. TE 
directors of many target companies float 
out on golden parachutes. Y 












More companies woke up to Europe 1 99 
Nestlé, a Swiss chocolate maker, paid $4. 
billion for Rowntree, a British sweets firm 
to increase its presence inside che European 
Community. It pipped Jacobs Sucharc ,an 
other Swiss firm. Italy's Carlo De Benedett 
tried to grab control of Société Général 
de Belgique, but eventually settled or 


sharing power. "X 








































Many bidders coveted brands. They j 
thought that the ownership of such famous 
product names as Kit Kat chocolate, Green * 
Giant vegetables and Paddy whiskey would 
bring them fame and fortune—and so we e 
prepared to pay fancy prices for the compa- | 
nies that possessed them. Grand Metron oli- | 
tan and Ranks Hovis McDougall, a British - 
baker, started a fashion for putting a value 
for brands into their balance sheets. Some | 
accounting regulators raised eyebrows. _ 1 
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Financial scandals and woes 3 
cu MIYAZAWA, Japan’s finance | 


minister, and Hisashi Shinto, chair- 
man of Nippon Telegraph and Telephor B 
Japan's largest company, were the biggest - 
heads to roll in the Recruit Cosmos share- 
dealing scandal. More could follow. E 




























Tipped off by Ivan Boesky, the Wall Street | 
arbitrager-turned-supergrass, America's je- 
curities and Exchange Commission filed 
civil charges against Drexel Burnham 
Lambert, the New York investment bank 
that popularised junk bonds. Drexel now | 
faces the threat of being charged by fedei al | 
prosecutors under RICO, the law originally 
intended to nobble the mafia. 































The Hongkong stock exchange’s former 
chairman, Ronald Li, was charged with 
bribery. The chairman and the chief execu- 
tive of the Paris bourse resigned after they | 
admitted that the exchange's reserve fund | 
gambled—and lost—on the financial- u- | 
tures markets. 1 





















Tears rolled down City of London cheeks as | - 
losses from trading continued to mount. - 
More firms pulled out of making markets in- 
gilts (government bonds). Morgan Gren- i 
fell closed almost all its securities opera- | 
tions, sacking 450 people. | 
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The Commerzbank report on German b 
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growth to continue 


After surprisingly vigor- 
‘ous worldwide expansion in 
1988, growth rates in the 
| industrial countries are likely 
to decline next year. In West 
- Germany, too, GNP will 
advance at a rate roughly 196 
lower than this year's. Never- 
-theless, we are not heading for 
<a cyclical downturn. In fact, 
the pace of expansion in- 
creased temporarily during 
the second half of 1987 and 
well into the current year. 

From mid-1988 until the 
end of 1989, the economy can 
be expected to expand at an 
annual rate of slightly over 
296, picking up again once 
the 1990 tax reform is imple- 
mented. 

During the phase of more 
dynamic growth starting late 
1987, the economy's internal 
drive and the impulses gen- 
erated by economic policy 
were often overlooked in the 
wake of the dollar's slump, the 
drop in oil prices, and the 
after-effects of the stock-mar- 
ket crash. Overall, these de- 
velopments stimulated growth 
in the industrial nations, in 
particular because monetary 
policy was for the most part 
expansionary. Against this 
background, the cooling-off 
registered in recent months 
marks a return to normal 
rather than the beginning of a 
protracted downswing. 

Next year, the West Ger- 
man economy will slow down 
somewhat, largely for dom- 
estic reasons. Rises in excise 
taxes combined with other tax 
measures will. feed through 
to prices, leading to à more 


International presence: Foreign Branches and Subsidiaries: 
Luxembourg, Madrid, New York, Osaka, Paris, Rotterdam, Si 


modest advance in private 
consumption-which, since 
1986, has been the mainstay 
of economic expansion. Simi- 
larly, income from wages and 
salaries will increase at a low- 
er rate owing to the shortening 
of the average working week. 
Such reductions in the pub- 
lic sector—translating into a 
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rman economy in 1989: 


already on a high plane, will 
show further growth, and 


capacity utilisation will stay at 


its current elevated level, thus 
keeping capital spending 
buoyant. But the stronger 
propensity to invest is also 
clearly attributable to greater 
clarity about the direction of 
exchange rates. The moderate 


U at 1980 prices; 2) change on year in ^o; 1988 and 1989 own estimates. 


lower rise in personnel costs— 
together with the reform of 
the health care system will also 
curb the advance in govern- 
ment consumption. At the 
same time, following extra- 
ordinarily strong expansion 


this year, capital spending on. 


construction will probably 

grow at a slower rate. 
Business investment and 

exports, however, will once 


again expand at an above- 


average rate next year. We can 
safely assume that sales pro- 
spects for German products 
worldwide—especially capital 
goods—will continue to be 
healthy, corporate earnings, 


real-term appreciation of the 
D-mark which we expect in 
1989 does not change the 
overall picture. For one thing, 
it will only serve to com- 
pensate for the currency’s 
depreciation in real terms this 
year; for another, trade flows 
are extremely slow to react to 
minor exchange-rate move- 
ments. On balance, West Ger- 








man exports will be affected 
more by the slower expansion 
of world trade. 


Positive 1992 effect 


In 1989, global rather than 
domestic economic forces 
will pose the main threats to 
the West German economy. 
The slackening in the U.S. 
could prove more severe than 
we think and the dollar’s slide 
might be more dramatic than 
we anticipate. West Ger- 
many's economic policy must 
be up to the task of meeting 
these problems. Here, how- 
ever, the present zig-zag fiscal 
course is counterproductive. 
While demand was stimu- 
lated in 1988 by income-tax | 


cuts, a higher tax burden has 


to be shouldered next year. 
Yet 1990 will bring substantial 
relief in the shape of the tax 
reform. It has now become 
evident that the Government 
will be able to cut its budget 
deficit in 1989 by much more 
than originally planned, witha 
sizeable allocation from the 
Bundesbank's profits making 
an important contribution. In 
GNP terms, the deficit will 
shrink to below 196 next year, 
increasing to 1.5% in 1990. 
The Government must 

now press ahead with deregu- 
lation so that West German 
business will be in a position 
to tap the potential of the 
Single European Market. By 
ensuring that the country's 
companies can get off to a 
good start in the New Europe, 
it can help set the stage for a 
return to higher growth rates. 
In the meantime, the 1992 
euphoria will ensure ad- 
ditional growth benefits. 


COMMERZBANK Ali. 


German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, PO. Box 100505, D-6000 Frankfurt/Main 1. 


Amsterdam, Antwerp, Atlanta, Barcelona, Brussels, Chicago, Geneva, Hong Kong, London, Los Angeles, 
ngapore, Tokyo, Zurich. Representative Offices Abroad: Beijing, Buenos Aires, Cairo, Caracas, Copenhagen, 


istanbul, Jakarta, Johannesburg, Manama (Bahrain), Mexico City, Moscow, Rie de Janeiro, Sào Paulo, Sydney, Tehran, Toronto. 


80 | | THE ECONOMIST DECEMBER 24 1988 














Russia's t 






out of oomph, Mr Mikhail Gorbachev 
has given it a big boost. If all goes 
smoothly (always.a big if in attempts to get 
that stubborn country moving), his latest 
foreign-trade reforms will eventually turn 
the Soviet Union into a far more "normal" 
— dace to do business with. Should business- 
. Yen start rushing to Russia? | | 
"Since Mr Gorbachev came to power in 
1985, hopes of a boom in East-West trade 
have zoomed way ahead of reality. Blame 
that partly on bad luck. Russia relies heavily 
on oil exports for hard currency, and uses 
the dollars it earns to buy mainlyin 
Western Europe and Japan. So the ef- 
fects of cheaper oil and a cheaper dol- 
lar have been harsh: to buy the same 
West German widget, Mr Gorbachev 
now has to sell three times as much oil 
as he did when he came to power. Im- 
ports from the West plunged in Mr 
Gorbachev's first two years in the - 
Kremlin. They recovered strongly in 
the first half of 1988, but reports sug- 
gest they have since suffered with the - 
renewed shakiness of oil prices and 
the dollar. | 
The other part of the problem is ~ 
that Mr Gorbachev's foreign-trade 
eforms have not been working. The 
«nain result of granting trading rights - 
to a few factories and ministries, in- 
"stead of channelling all trade through 
specialised export-import houses, has 
been general confusion over who is - 
responsible for what. 
. Incentives aimed at boosting ex- 
ports. of manufactures have failed. 
Ministries have tried to use their new 
. trading rights to get more imports; 
- few have made an effort to go out selling. 
Factories, it was hoped, would be encour- 
aged to earn more hard currency if they were 
given the right to keep some of it themselves 
“rather than give it all to the state. But these 
- hard«urrency retention rights have turned 
Out to exist only on paper—and, anyway, 
factories can sell everything easily in short- 
. age-ridden Russia, so are uninterested in try- 
` ing to satisfy choosier foreign customers. 
^. Joint ventures have been a public-rela- 
tions success but a commercial disappoint- 
“tment. More than 130 joint-venture agree- 















as perestroika seemed to be running 


Wider trade rights. So far, export-import 





We now take AMEX 








ard sell 


ments have been signed since the go-ahead 
was given at the beginning of last year but 
most are small, and few involve manufactur- 
ing. Obsession with the joint-venture fad 
has sometimes seemed a distraction—away 
from the other forms of business which stil! 
account for the overwhelming share of Rus- 
sia's trade with the West. f 

Mr Gorbachev’s characteristic response 
to these difficulties has been to press ahead 
even more boldly. In December the govern- 
ment announced big new reforms on three 
main fronts: 


rights have been given to some 200 factories 
(a big step from the old centralised trading 
system, but a small share of the 46,000 So- 
viet factories included in the central plan). 
From next April, all enterprises whose out- 
put is "competitive on the foreign market" 
will have the right to trade directly. Any im- 
ports will normally have to be paid for by 
currency earned from exports, and there will 
be rules on the sort of shopping that fac- 
tories are allowed to do in the West: for ex- 
ample, factories can-spend up to 10% of 
their hard-currency funds on consumer 
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goods and medicines, and the 
are to impose quotas on impo: 
goods and from certain countrie 
Rouble reform. From lanua: 
rouble is to be devalued by 50% 
vertible currencies for yer 
tions, This is a step towards 
switch, a year later, to.a : 
exchange rate for the rou 
6,000 or so "currency coel 
present in.effect ser. asp 
for almost every forei 
eventual aim is to mak 
ible. As a way of allocating’ 


out what a realistic markerex 
the rouble should be), auctions of & 
foreign-currency funds are to be 
every four months. 
Better joint-venture rules Nc 
accuse Mr Gorbachev of faiti 


venture rules which put off f 
companies: The concessions i 
strapping the rule that the 
must have at least 51% of 
(in future, the partners’ stakes : 
"determined by agreement t 
them”) the boss no longer has x 
Soviet; foreign staff will usualk 
for housing and other servi 
bles; the ioint companies will 
more freedom toire and fire; a 
fix salary levels for local stad 
to be a three-year tax exen 
E. the time a venture first ma 
| instead of à two-year break fr 
start-up-date; and special: 
to ventures in the Soviet E; 
Don't expect am 
changes to transform 
Russia overnight. The 
trading rights will be -han 
the shortage of specialised staff 
has. plagued even the more | 
liberalisation tried so far. 

It will also be plagued b 
cracy: all the Soviet Un 
Of SO co-operatives already} 
theoretical right to foreign-trade 
but so far only about four have 

through the red tape. Overzealous-ó 
could abuse their right to veto o 
factories’ trading licences “where u 
pulous competition occurs or their ac 
damages the state's interests". The fir 
fect of the extensions of trading r 
simply be to generate more confusi 

The 5096 rouble devaluation will 
turn factories in the Soviet Union intc 
exporters. The present black-mar 
change rate is under one-fifth of the 
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. Not exactly booming 
. Russia's trade with the West* 
|. 1983-100 
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official rate. The eventual rate will have to 
come closer to that, and exports will boom 
only when there is a proper pricing system 
and an end to the sellers’ market in Russia 
itself. Soviet economists say that, with luck, 
the rouble may be properly convertible by 
the end of the century. - 

The revised rules for joint ventures get 
rid of some western niggles, but new worries 
loom. Although some joint ventures may be 
allowed a foreign majority share, the rules 
shackle them by decreeing that “funda- 
mental matters" must be decided upon 
unanimously at board meetings. The rou- 
ble’s devaluation will make Soviet supplies 
cheaper, yet another new rule says that sup- 
pliers for export production are entitled to 
part of the hard-currency earned, which will 
make those supplies more expensive. 

Many of the deeper difficulties of joint 
ventures remain. Soviet supplies are unreli- 
able. Most venturers are still unclear about 
how much profit can be taken out in hard 
currency. There is a basic conflict between 
the Soviet wish to earn convertible currency 
through exports and the ambition of foreign 
businessmen to sell to the Soviet market. 

Still, December’s reforms make it 
clearer than ever that Mr Gorbachev really 
does mean to open the trade door. He wants 
Russia to be a normal trading nation (and is 
adjusting tariffs with an eye on GATT mem- 
bership). It will take time, so companies 
looking for quick profit in the Soviet market 
are likely to be disappointed. Getting a foot 
in the door is expensive. The most that can 
be said is that December’s changes make a 
"gamble on Gorbachev” look like a less 
risky bet than it was. 
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Ways of helping Gorbachev 


HE West, thinks Mr Abel 

Aganbegyan, one of Mr Mikhail 
Gorbachev’s chief economic advisers, 
cannot help the Soviet Union: "No one 
can. We must help ourselves." He is 
largely right. Whether perestroika works 
depends at least 9596 on Russia itself. But 
Mr Gorbachev needs every 596 help he 
can get. What can the West sensibly, not 
dreamily, do? Some good suggestions 
emerged from an East-West conference 
held by the Alerdinck Foundation in 
Paris in December. First, reject the obvi- 
ous but bad idea of supplying cheap 
credit to Russia: that proved to be a di- 
saster in Poland and Latin America, and 
is no way to encourage sound economics. 
Instead, consider: 
e Trade concessions. Granting Russia 
most-favoured-nation trading . status 
would be a powerful signal of goodwill 
from the Bush administration—one that 
could come sooner than any new arms- 
cutting deal. Mr Gorbachev can get MFN 
status only if he persuades America’s 
Jewish lobby that he is behaving decently 
on emigration; the signs are that he is 
making headway. For its part, the Euro- 
pean Community could start talks with 
Russia about a trade agreement similar to 
the one it has signed with Hungary: all 
restrictive quotas against Hungarian ex- 
ports to the EEC are to go by 1995. 
e Help with training, especially train- 
ing Soviet managers in the ways of west- 
ern business. Russia has a great need for 
commercial expertise. Some schemes (eg, 
through America’s Soros Foundation) 
are already under way, but a lot more 
could be done. Some 30,000 Chinese 


students have come to study in Ameri- 


Trade policy 
Beefing about 
the bush 


TRADE battle between Europe and 

America will erupt on January Ist, 
when Europe intends to start banning im- 
ports of hormone-treated meat for human 
consumption. The ban will block American 
exports worth just over $100m a year. Wash- 
ington says it will take immediate retaliatory 
action by blocking European exports of 
boned ham, canned tomatoes, instant coffee 
and fruit juice worth the same amount. 
Brussels is then expected to counter-retali- 
ate by banning imports of American dried 
fruit, honey and tinned corn. That sort of 
battle could become war. 


can colleges in recent years; only a few 
hundred Russians have. 
e Friendly advice. The Chinese invited 
a small group of westerners—business- 
men, bankers, former prime ministers— 
for a top-level brain-storming session on 
the country’s economic plans. The West 
could offer regularly to fly out business- 
men and others to advise Russia on, say, 
entrepreneurial and cost-cutting oppor- 
tunities it is missing, or how to set up a 
banking system. Small teams of western 
troubleshooters showed their worth in 
the Armenian disaster. Why not use sim- 
ilar teams to help clear up the Soviet eco- 
nomic mess? 
e Marketing skills. Venture capital 
could be directed at helping to market 
Soviet inventions in the West; Russia has 
huge “hidden assets" in unexploited re- 
search. Western marketing skills could 
help in other ways: to identify precisely 
what sort of consumer goods Russians 
most want from perestroika, or to take an 
outside look at the strengths and weak- 
nesses of Soviet industries or regions. 
All this assumes that it is actually in 
the West’s interests to “help 
Gorbachev’. The assumption is not as 
obvious as it first seems: Mr Gorbachev’s 
Russia is friendlier and offers brighter 
prospects for western business, but does 
the West really want to create a stronger 
competitor in world markets and world 
power? Most people now reckon that a 
Gorbachev failure would mean a nastier 
place for Russians, and possibly an un- 
comfortable neighbour for the West; so 
yes, on balance it is better to help. The 
help can only be modest. The search for 
ideas is on. 


Neither side can claim the dispute has 
taken it by surprise. Hormone-treated meat 
has been controversial within the European 
Community since 1980, when baby food, 
manufactured from French cows that had 
been treated with a growth-promoting hor- 
mone called DES, made some Italian babies 
grow breasts. A public outcry, and the hope 
of reducing Europe’s beef mountain, per- 
suaded the European parliament to ban the 
use of all hormones in late 1985. 

This ban on imports to the Community 
should have taken effect on January 1 1988, 
but American protests managed to delay it 
for a year. The Americans believe there is 
nothing wrong with three natural and two 
synthetic hormones which are administered 
to livestock under licence in every western 
country outside Europe. The committee set 
up by Brussels under Mr Eric Lamming to 
study hormone use would have agreed with 
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Now with added hormones 


the Americans, but it was disbanded before 
..tcoüldreport. ^^ «... Vv 

In private, Brussels officials admit that 
there is little scientific justification for the 
proposed ban. "But not all political deci- 
sions are based on science", says Mr Frans 
Andriessen, the European commissioner for 
agriculture until next vear (when he takes 
over the external-affairs and trade portfolio 
from Mr Willy De Clercq). The political 
point that Mr Andriessen has had to defend 
over the past year is that, if the European 
Parliament decides that European consum- 
ers should not eat hormone-treated meat, 
then it is the Commission's responsibilty to 
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Arabian might 
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| ICH is the world’s biggest oil 
company?! Royal Dutch/Shell? Ex- 
| xon? According to a recent survey, both 
| are pipped at the post by Saudi Arabia's 
| Aramco. Published by Petroleum Intelli- 
| gence Weekly, an oil-industry newsletter, 
the study ranks the companies by six 
measures: oil and gas production, oil and 
gas reserves, refining capacity and re- 
fined oil-product sales. In the past, such a 
list would have compared prunes and 
peaches: the big oil companies of the 
| West pumped, refined and marketed oil; 
| state companies owned the stuff and 
took a rent from it. Now that oil-produc- 
| ing countries are snapping up foreign 
downstream capacity, it increasingly 
makes sense to talk of both kinds of com- 

pany in the same terms. 
Aramco’s top billing takes into ac- 
count its proposed merger with 
| Petromin, Saudi Arabia's state-owned 
j refining and marketing agency. Seven 
other state oil companies also make the 
. |] top 15. Most of these grew out of the for- 
<f eign oil assets nationalised in the 1970s. 
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enforce this decision regardless of the basis 
on which it is made. And, as long as this ban 
is applied equally to European and foreign 
producers, it will not break GATT rules, Re- 
taliatory measures taken by America, on the 
other hand, will breach the GATT., 

As long as both sides think they are 
occupying the moral high ground, there is 
little room for compromise. The main suf- 
ferers will be European consumers. The 
blanket ban on hormones has spawned a 
"wicked black market” for the nastier hor- 
mones within Europe, according to Mr 
Roger Cook, director of Britain's National 


Office of Animal Health. Tests by the Amer- 


Since the early 1980s Venezuela's PDvsA 
and the Kuwait Petroleum Company 
have bought foreign refineries and petrol 
stations. Saudi Arabia has consolidated 
its lead this year by paying $1.2 billion 
for a half-share in part of Texaco’s Amer- 
ican refining and marketing network. 

Thanks to their stranglehold on 
home markets, state oil companies con- 
trol close to 60% of the non-communist 
world’s sales of refined oil-products (like 
petrol). But the biggest refiners and re- 
fined-product sellers are still the six re- 
maining oil sisters (Royal Dutch/Shell, 
Exxon, BP, Chevron, Mobil and 
Texaco). Royal Dutch/Shell, the top re- 
finer and marketer, is the source of one 
in every ten barrels of refined products. 
But by the early 1990s at least two of the 
sisters are likely to be deposed by state- 
owned oil companies. Aramco and 
PDVSA are the likeliest challengers. 

In stark contrast to virtually every 
other industry, not a single Japanese oil 
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traces of DES in recent imy 
West Germany; but Belgium 
be the heaviest user of illeg 
That should give Brussels bur 
thing to chew on as they tuck ie 
slice of veal. 
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Ox of Japan's modern urb 

/ tells of a westerner who bum 
Japanese businessman in the 
Japanese aquatically bows an apolos 
duces himself and—ever prepared: a 
nese businessmen are—whips out 
swimming trunks a plastic-coated 
proof business card, 


In Japan the business card, or 
an indispensable business tool chat 


lishes credentials and legitimises : 

duction. Exchanging cards is an imr 
formality and has a ritual of its own, 
cards are swapped, a relationshin is 






lished. Ir is said that 12m business cate 
swapped in Japan every day, though. 


knows who counted. 





oil market in the world, bur—partly. E 
cause the country has none of the bla 
stuff—its oil companies have never e 
panded into oil exploration or prox 
tion. Can this be one business Japan w 
never dominate? 
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are moving with the times. 






to promote corporate images or to ex- 
ss individuality. Some Nippon Steel 
agers give out metal meishi. Mitsubishi 
| launched a solid gold card in October 
have sold 10,000 at 6,000 ($50) each. 
blishing and hotel companies’ salesmen 
ve cards carrying their photographs. 
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printed ih aromatic ink. 
Part of this is an echo of the Japanese 


s and telephone era Like these, the 
w business and personal cards are adding 
nology. There are already meishi with 
:bedded computer chips that play a musi- 
| refrain. The Mitsui trading house and 
1 other companies are planning to launch 
e next summer which can be read with a 
r-code reader. This will letinformation on 
e card be downloaded into a computer 
lata-base; or the card can be run through a 
levice attached to a telephone which will 
'utomatically dial the number on it. 
. Next spring, Ártpia, a Tokyo firm that 
Is itself an image-design company, plans 
aunch an audible business card. These 
carry a magnetic tape on the back which 
il "speak" when run through a reader. 
dy for salesmen who call when their cli- 
are out—or so says their inventor, 
pia’s director, Mr Kotaro Uteji. 
<Mr Uteji, an apostle of the business card 
as an expression of corporate identity, is also 
onsoring a contest to find the world’s 
OS original business card. There are sev- 
al categories for entries, including per- 
sonal cards (in Japan even high-school chil- 
dren carry them), foreigners’ cards and pets’ 








m essential information they are being 


Leaving home | 


cards. First. prize is 200,000. The deadline 
for entries is duds 28th. Mr rU. at. 


'AST-GROWING ST bun iia 


created over 7m jobs in America during 


the past decade, and next to none in Eu- 


rope. While Europe has no shortage of 
newsagents, corner grocers and small busi- 
nesses, it has been short of new growth. The 
fastest-growing 3-496 of American small 
firms have created virtually all America's 
new jobs. Can entrepreneurship. thrive in 
Europe? Though creating growth businesses 
there may never be as easy as in America, 
the barriers against them are coming down. 

Money and markets have so far been the 


-two most frequent excuses for Euro-inertia. 


Would-be entrepreneurs complained that 
they had neither venture capital to finance 
growth nor—given Europe’s nationalistic 
trade barriers—markets big enough to fuel 
it. Today, To Europe's venture cap- 
italists have almost $20 billion to fertilise 
would-be Apfel Computers. With money 
rolling in faster than entrepreneurs in whom 
to invest it, Europe is closing on America’s 
$29 billion venture-capital hoard. 

Britain accounts for over half of Eu- 
rope's venture capital pool. France, Holland 
and Belgium—with about a tenth each—ac- 
count for most of the remainder. Increasing 
competition in these local markets is forcing 
venture capitalists to look farther afield for 
likely-looking entrepreneurs to back. 

The greenest pastures, most venture 
capitalists reckon, lie on foreign soil. A sur- 
vey by Mr Kingsley Manning of Newchurch 
& Co, presented at a recent symposium run 
by the European Foundation for Entrepre- 
neurship Research, found that two-thirds of 
Europe's venture capitalists are trying to 
boost their international business. But only 
about 796 of European venture-capital in- 
vestments in 1987 took in money from more 
than one nation—double 1986's interna- 
tional deals but still far less than venture 
capitalists would like. 

To do more international deals, venture 
capitalists may have to learn to do them bet- 
ter. Most international deals done so far 
have been syndications: passive stakes in 
others’ investments taken in order to spread 
the risk. But the virtue that is supposed to 
distinguish venture capitalists from the in- 
vesting herd is the active role which they 


take in nurturing companies. The more am- 
_ bitious venture capitalists are trying to cre- 


ate international businesses of their own 
which can help launch on to world markets 
the firms in which they invest. 

By helping firms to do business in wider 
markets more quickly, venture capitalists 
hope to boost profits on their investments. 
And a reputation for success, they hope, will 
in turn lure the best entrepreneurs to their 
doors. Among the services which help to 
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capitalists in Britain, Belg 
Advent (a Bono aed ie c 

helped Alsys (a French soft ate f 1) 
launch itself on to world markets alm 
soon as the ink dried on its letterhe 
ing Brothers Hambrecht & Quist 
helped New Focus, a fledgling British 





 tactlens maker, to identify and to: buy a 





French rival to use as a base from which 
launch itself on to the French market. 1 
like a fee-charging merchant bank, -BBHO 
aims to recoup its expenses when it sells i its 
stake in New Focus. This saves money and 
reassures the overburdened entrepreneur 
that his financial advisers really have his 
long-term interests at heart. 

@ Local market knowledge. Because BBHQ 
has other investments in French eye-care 
and medical firms, it can help New Focus 
keep up with invaluable gossip in its field - 
Socialist Sweden is surprisingly entrepre 
neurial—in part because of laws forbidding 
universities from. patenting the fruits of 
their professors' researches. But without lo- 
cal contacts, Sweden's bureaucracy can 
quash even the brightest ideas. - 

@ Recruitment. International venture cap- 
italists use their local contacts to draw up a 
short list of managers capable of running 
overseas businesses. 

e Offshore manufacturing. Venture capital- 
ists often discourage entrepreneurs from 
putting too much money into manufactur- 
ing too early. Instead they offer a list of tried 
and true sub-contractors. 

@ With bright ideas flowing in from all over 
the world, an international venture capital- 
ist can better keep abreast of fast-moving 
competition. Indeed, Advent sells summar- 
ies of recent innovations to clients: looking 
to stay on top of a particular field. - 

One snag: helping small ee to. 
grow is a seat-of-the-pants business, anc 
those now trying to internationalise the pro- 
cess have little but enthusiasm to guide 
them. Though Europeans could still learn 
much from American venture capitalists 
about nourishing very young firms, few 
Americans have international experience. 
One of American venture capital's founding 
fathers, Mr Tom Perkins of Kleiner, Per- 
kins, is said never to have invested in any- 
thing more than two hours' drive away from: 
his Silicon Valley office. Few European ven- 
ture capitalists—among them Advent, 
BBHQ, Investors in Industry, Alan Patricof, 
Euroventures and Benevent—now offer an 
international service. 

Even successful venture capitalists are 
themselves small businessmen. The average 
European venture-capital firm has eight pro- 
fessionals. It does not have the resources to 
build global bureaucracies: its partners rely 


on informal networks of contacts for their 


international business. Slowly, they seem to 
be building teams that can do the job, but 
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, movies, s, aerospace a oe riba 
economy is growing so fast that Los Ar 
es es hopes to ride the ultimate wave into 
“the next century, and to rival New York as 
America’s business capital. 
lt is not just Hollywood and Disneyland 
that have taken southern California s so > far 













was an dir inii ipd economy, it void an 
as the eighth largest in the industrial world. 
In the past ten years its gross regional prod- 

uct has grown by an average of 3.8% a 
year—well above America’s national aver- 
age of 2.6%. A recent report by Wells ae 
Bank predicts average annual growth o 

3.5% until 2010, compared with 2.8 


nation asa à whole. 













recast to 
| 4 idm ar 5 13. Sma to 19m in » 2010. 
Greater New York, by contrast, will see only 
a small rise in its population of 18m Wh 
has so hern California got going for it? 
€ The region has plenty of resources ranging 
from fertile farmland to oil and gas, and — 
not to be underestimated—a g glorious = 
inue ay «bicho live. Southern Californ 
sho has an abundance of world dass educa 
tion and research establishments—among 
them UCLA, USC and Cal Tech. 
@ Its economy is one of the most diversified 
dis aso leg farming to films, aero- 
space to clothing, biotechnology to bank- 
This is provides a shield against recession. 
it specialises in high value-added good 
and services. Silicon Valley in nori 
California may be America's best | known 
centre for high«echnology—semiconduc 
"ur are arias and 
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Angeles is also the biggest aerospace centre 


















sell off a majority af P emit i in tf 

firms, these fius often remain under-capi- 

lised. The insistence on personal control 
of companies also makes it difficult to ma- 
noeuvre a firm into markets with which the 
original entrepreneur is unfamiliar, like 
those abroad. It will take some spectacular 
success stories to make Europe's entrepre- 
neurs as bullish about global competition as 


their backers are. 

















Ba manufacturing 
hie veb ns iod hasa unique 
com oe of first world infrastructure 
and third-world labour. The influx of immi- 

: y illegal—from Asia, Mexico 

al America has encouraged the 

growth of industries like clothing and furni- 

ture. Employment in the region's clothing 
industry has | grown by almost 60% 

t 15 years compared with a fall of 20% 
nationwide | 
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indt like steel, tyres ipa cars (at the 
mr cia 1970s LA was second only to De- 
troit as a carmaker), almost vanished with 
the loss of 25, 000 jobs. But this was more 
aa offset by new jobs in computers, aero- 
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growth to a halt! In the early: 
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Apollo space programme Tesu 
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commercial-aircraft production facilities. 
Orders for new commercial airliners are 
- booming. McDonnell Douglas makes airlin- 
ers at Long Beach; Boeing has considerable 
_ subcontracting operations in the region. 
= Another reason that a decline in de- 
_ fence spending may not drag down the econ- 
omy is that business and financial services 
- linked to international trade have already 
- taken over as the new engine of growth. Los 
- Angeles stands at the crossroads of the ex- 
. panding trade of the Pacific Rim. And un- 
- like the rest of the country, it gains whether 
_ America is importing or exporting. 
The total trade handled by the Los An- 
. geles customs district has risen by 150% 
- since 1980 to an estimated $88 billion in 
- . [988—second only to New York's $112 bil- 
— lion, which rose by 3796. Los Angeles could 
- overtake New York in the 1990s. Shipping, 
- insurance, wholesaling and banking are 
blossoming. Perhaps one in ten local jobs 
are supported by international trade, and by 
— theend of the century it is forecast to be one 
Fe insix. 
Recognising Los Angeles's strategic lo- 
. cation, many foreign firms are choosing it 
- for their American headquarters. Eight of 
— the nine big Japanese carmakers are there. 
— Los Angeles has already replaced San Fran- 
cisco as the west coast's business and finan- 
. cial capital. Even banks that still have their 
headquarters in San Francisco, like Bank of 
America and Wells Fargo, have shifted 
. many of their operations to the Los Angeles 
.. region. 
Total deposits at banks and savings and 
joan institutions in Los Angeles are still 
- 2596 smaller than those in New York, but 
they are catching up fast. Since 1980 depos- 
its have doubled in Los Angeles; in New 
- York they have risen by only a fifth. Most 
east-coast banks now have an LA office, pre- 
paring for 1991 when the Californian mar- 
— ket will open to out-of-state banks. There 
. are also about 130 foreign banks in Los An- 
. geles (again, second only to New York). 
m Japanese banks' share of total assets has 
... jumped from 11% to 24% in the past five 
. years, mainly by buying up British-owned 
—. banks. The Japanese also now own almost 
—. 3096 of all downtown office space, prompt- 
ing the joke that Los Angeles is Japan's fast- 
|. est growing city. 


.. Limits to growth 
— ] as throughout history, finance follows 
trade, could Los: Angeles overtake New 
— — York as America's financial capital in the 
= twenty-first century? Probably not, given the 
=~ deep-rooted financial infrastructure of New 
York, including the Federal Reserve Bank of 
New York (the operating arm of the Federal 
Reserve Board) and Wall Street. Los 
Angeles's financial business does not have 
the diversity of Wall Street, tied as it is more 
| closely to serving business and trade. But 
— witha Los Angeles operation becoming in- 
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creasingly important for the success of any 
big financial firm, LA will give New York a 
run for its money. 

Another brake on LA's growth is rising 
land and house prices. A house in Los Ange- 
les costs roughly twice as much as the na- 
tional average. This could drive away work- 
ers and employers. But, so far, there has 
always been a "next frontier" where land 
and house prices are cheaper—but still with- 
in LA's labour market. People have moved 
inland to Riverside and San Bernadino. 
This can mean commuting times of up to 
two hours, but jobs have swiftly followed the 
people as industry has also moved out of the 
centre and into the suburbs. 

Since 1980 the number of jobs in aero- 
space, for example, has risen by 91% in Riv- 
erside and San Bernadino, compared with 
1196 in Los Angeles county. But how far out 
can the commuters and businesses go? Envi- 
ronmental pressures may force companies to 
go well away. McDonnell Douglas, for in- 
stance, has considered how long it can con- 
tinue making airliners in Long Beach. It has 
concentrated all its helicopter manufactur- 
ing in Arizona, with a big desert instead of 
noise-conscious neighbours who complain 
about test flights. 

House prices alone are not enough to 
keep people away. A recent survey by the 
Union Bank of Switzerland of 52 cities 
worldwide (including New York, Chicago 
and Houston) found that taking account of 
wages, housing and other costs Angelenos 
were still better off than everybody else. 

A big concern is whether southern Cali- 
fornia can remain competitive. In the 1990s, 
when the number of entrants to the labour 
force will be falling elsewhere in America, 
firms in Los Angeles will be able to draw on 
an expanding pool of labour. This could 
give local firms a big advantage—but only if 
the workforce is adequately trained. Mr 
Phillip Vincent, an economist at First Inter- 
state bank, points to a potential mismatch 
between the future skills of the labour force 
and the needs of industry. 
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Though California's higher education 
ranks among the best in the country, its € 
mentary and secondary schools he 
dropped behind. In the 1960s the state of 
California was one of the top spenders per 
head on education. Today it ranks in the 
bottom ten of American states. By 2000, 
70% of Los Angeles school children will be 
from ethnic "minorities", many from non- 
English speaking homes and so requiring 
higher spending per head. 

While the structure of the school system 
is partly to blame, the Gann amendment— 
which limits total state spending per head to 
its 1978-79 level in real terms—has not 
helped. With current tax rates this will re- 
sult in the seemingly absurd position in the 
1990s where revenues will have to be re- 
turned to tax payers, even though in a re- 
cent survey by the Rand corporation three- 
quarters of people said they were willing to 
pay higher taxes to improve education and 
the environment. 

The price of success for Los Angeles has 
been a city less attractive to live in: plagu 
by pollution, water shortages and clogg.u 
freeways. Even the surfers fight for space. 
This has resulted in an anti-growth move- 
ment, formerly confined to northern Cali- 
fornia. New construction is already re- 


stricted in some parts of Los Angeles, 


though not downtown. There are also pro- 
posals to ban trucks on main highways in 
peak periods, and introduce stricter exhaust 
emission standards, both of which which 
would add to business costs. 

But pollution control and waste man 
agement are, with tougher regulations, be 
ing seen as profitable new businesses to ap 
ply new technology. Hambrecht & Quist, : 
San Francisco-based investment bank, ha: 
set up a special venture-capital fund foi 
chemical and environmental technology 
which could eventually be of the same ordet 
as its commitment to biotechnology. LA’: 
next growth industry could be turning gar 
bage into gold. 
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d run into problems 


DAMENTAL rule of equity in- 
ient is to construct a portfolio di- 
in types of securities and geo- 
Owning such a portfolio limits 
sk, Can the same principle be applied to 
. property markets? Why not, say property 
^ men; after all, international hoteliers have 
: been effectively doing that for decades. 

. Some property companies already be- 
— have as if frontiers do not exist. One British 

property investment company, Peachey, has 
already fallen to Holland's Wereldhave for 

£282m ($510m); another Dutch marauder, 

Rodamco, recently made a hostile £1.3 bil- 
„lion bid for Hammerson, another British 
brickeand-mortar company, which then 
drew white-knight offers from East Asia, 
North America and Scandinavia. Together 
Hammerson and Rodamco would have the 
-makings of a true “global” property portfo- 
lio with significant (ie, over $300m) stakes in 
America, Canada, Australia, continental 
Europe and Britain. 

. Direct international property invest- 
ment is also growing. The pioneers have 
akeen the British, who moved into Europe in 
je early 1970s and into America in the late 
"1970s. British pension funds own around a 
quarter of central Washington, DC, worth, 
perhaps, $1 billion. The Dutch were not far 
behind but the biggest investors in America 
are the Japanese, who own $35 billion-worth 
of the great American backyard. 

Japanese property developers, such as 
‘Kumagai Gumi and Ohbayashi, first moved 
into America in the early 1980s. Increas- 
ingly, they, like the British before them, are 
diversifying away from prime Manhattan 
“and Los Angeles office space and into the 
-sticks—buying Californian vineyards and 
‘Midwestern retail space. Even the Chinese 
“have picked up the habit: the China State 
Construction Corporation recently said 
that it was starting work on six residential 
Sites in America; commercial property 
‘developments may follow. 
There is also now a scrum of national- 

‘ities bidding for property in London: 
Ohbayashi bought Bracken House, the 


home of the Financial Times, for £143m; 
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ey can run their portfo 


rs speak of an emerging "global" market in real estate. 
lios like international equity investors 


London Bridge City, an office complex on 
the Thames, is owned by Kuwaitis; Cana- 
da's Olympia & York is building Canary 
Wharf, the City’s annexe; Anders Nisses of 
Sweden is heading a £75m project on the 
Thames Embankment; Paternoster Square, 
alongside St Paul’s Cathedral, is owned by 
Venezuelans. Since mid-1987 foreigners 
have accounted for roughly a third of all 
London property purchases over £20m— 
roughly £1 billion all told. 

Quasi-property companies are also 
warming up to international diversification. 


Dixons, a British retailer which has long , 


had a profitable sideline in property devel- 
opment, is now building up a portfolio 
on the continent In April 1988* 
Campeau Corporation, a Canadian - 
shops-and-property group, paid $6.6 
billion for Federated Department — - 
Stores, the owner of Blooming- , 
dale's. The bait was the American. 
retailer's property assets. 5 

Not surprisingly, property ad- .. 
visers are pushing the notion of a 4 
global property market. Richard 
Ellis, a firm of London-based char- 
tered surveyors, has constructed g 
an international portfolio for as- 4 
piring global investors: if an in- 
vestor had only stuck with New 
York bricks and mortar from 
1978 -to 1988 his total 
annualised return (rent plus cap- 
ital appreciation) would have 
been 23% in dollar terms; the 
standard deviation (mathematician-speak 
for risk) was 7%. If the portfolio was split 
equally between ten European, Asian and 
American cities the dollar return barely 
changes, but the risk halves to 396, 

Investment banks, including Salomon 
Brothers, Goldman Sachs and Morgan 
Stanley, are also keen to push global prop- 
erty investment among their clients, Say the 
chartered surveyors, sniffily: “they are sell- 
ing global property as if it was a new type of 
Eurobond”. But just how systematic and ra 
tional has the internationalisation of prop- 
erty investment become? Not very. 








As in other industries, such a 
ing and banking, many property i 
strategies, hailed as "global", 
of the sort. Olympia & York, fo 
did not move into London becau 
investment "riskeeduction  .st 
1987; rather because Mr Ware. 
Canary Wharfs developer, was 
and asked Olympia to help out. 4 
tion was the shortage of proie 
(12m square feet) in Nc 
Many property inv 
ploring foreign market: 
hazard, unglobal: 
their space first 
ket (and vice versa): thy 
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out to America; the Japanese went fi 
Hawaii (which is the closest bit of Any 
then to Los Angeles, to New York. 
on. | 

Institutional investors have bought 
ticular buildings which happen to be ; 
(in the jargon, "a bottom-up” strat 
rather than allocating a set portion to i 
national property and then chosing 
to go (“top-down”). One inte 
property surveyor reckons that bar 
dozen institutions worldwide have any 
of “top-down” strategy. 

Whatever their reasons for i 












erseas, some international property com- 
jinies have come a cropper. Ohbayashi 
hoped to gut and redevelop Bracken House: 
t discovered that the building had a pres- 
servation order. Foreign investors are seen as 
‘asy game by local property sharks and pull 
ess weight with local councils (even if they 
are honest) and local tenants. 

There are other problems. Property is 
valued differently around the world. For ex- 
ample, the average British lease is for 25 
ars with five-year rent reviews. In America 
nants are given only nine-year leases and 
op in and out of buildings regularly. Amer- 
ans pay rents on a "gross" basis (ie, the 
landlord pays for rates and repairs); Britons 

ay for running costs on top of a "net" rent. 
Other legal differences (and difficulties) 
abound. 
. One big problem confronts all global 
strategists: Tokyo. All want to include a 
chunk of Japan's capital city in their portfo- 
lio. But around two-thirds of the central 
banking district, Marunouchi, is owned by 
Mitsubishi Real Estate: little of it comes 
onto the market. Because of high taxes on 

apital gains on property (and also a tradi- 
onal hate of selling), other property is also 
ifficult (and expensive) to get hold of. Most 
ig sites are redeveloped by their owners or 
eed the permission of hundreds of small 
reeholders. Ark Hills, a big Tokyo develop- 
nent which now houses a cluster of Western 
ecurities firms, took 20 years to piece 
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Such hassles mean that the riskiest trade 
in property—development—will stay local. 
Investing institutions are still tempted by 
the idea of global property investment but 
- have two big worries: the size of investment 
they have to make (few decent-sized office 
blocks cost less than $100m) and liquidity 
: {can they get out if they want to!). Some 
property men argue that real estate is no less 
liquid than shares: buildings take longer to 
sell but their prices also take longer to fall. 
(No building has ever lost a quarter of its 
value in two days—as many shares did in 
` October 1987.) Many institutions invest in 


the shares of Britain's property 


investment 
companies: they can be sold as rapidly as any 
other share. The problem is that they be- 
have too much like any old equity invest- 
ment; they do not rise (or fall) in line with 
property values. Similarly, in America real- 
estate investment trusts (REITs) are not accu- 
rate mirrors of the property market. 

There are alternatives to property in- 
vestment companies and REITs. The first is 
for institutions to club together to buy prop- 
erty. Lazard Fréres,a New York investment 
bank, and Mitsui Real Estate recently an- 
nounced plans to launch a $500m fund to 
buy American property over the next three 
years; the fund will be offering units to Japa- 
nese investors at $5m a shot. Jones Lang 
Wootton and America’s Prudential Insur- 
ance are planning a global property fund. 

Some institutions are also looking at 
securítisation—4dividing a building up into 
shares which can then be traded. In Britain, 
after several false starts, there are plans to 
securitise real estate through property in- 
vestment certificates (PINCs). Institutions 
can then buy exactly the amount they want 
in specific real estate in specific cities, safe in 
the knowlege that it can be sold whenever 
they want to. Britain's Prudential Assur- 
ance—one of the few genuinely global prop- 


erty investors with a total portfolio of £4 bil- 
lion (£470m overseas) reckons that this is 
the only way towards globalisation. Weirdly, 
the only place where this has taken off so far 
is Brussels. 

In Britain PINCs are still awaiting gov- 
ernment authorisation. Once it is given— 
and permission is expected in early 1989— 
other property investment centres such as 
New York and Tokyo may follow suit. But 
that is a big “may”. In the meantime prop- 
erty men will continue to dream globally but 
act locally. 
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EMBERS of the Internation: 

Stock Exchange (iSE) are now lo 
ing a combined £600m ($1.1 billion) 
year in the four markets overseen by th 
tse, according to The Economist's est 
mates. The biggest hole is trading in di 
mestic equities, which accounts for 80° 
of all stock-exchange revenues; the r 
mainder is split roughly equally betwee 
traded options, foreign shares and gil 
(British government bonds). 

In 1988 turnover in domestic equiti 
has fallen by almost a half from the £1 
billion daily chalked up at the end of d 
bull market in 1987; in the past thri 
months alone, the turnover in domest 
equities has slowed by almost 2096 cor 
pared with the second quarter of th 
year. (In 1988 foreign equities, as well 
gilts, have slumped by roughly ty 





not stand the chill. It closed down its% 
uity and gilts operation in Decemlx 
sacking 450 staff, because annual loss 
were running at £40m. 

Yet Morgan Grenfell’s closure h 
done little to lessen the chronic over: 
pacity in almost all of London's securit 
markets. There are still 30 market-m: 
ers in domestic equities competing for 
current levels of business) an anni 
£185 billion-worth of customer busine 
compared with an annualised £310 ! 
lion 18 months ago. Even at the height 
the bull market, stockbrokers cot 
make little money from trading shares; 
they topped up their earnings by taki 
positions in the stocks they traded. TI 
caper ended painfully with the cra 
What are their revenues from dome: 
share-trading now! 

An average daily £750m of busines 
currently done in British equities. T 
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proportion of that on which a commis- 
sion is paid has risen from 50% in 1987 
to 60% in 1988, and the average commis- 
sion paid has also risen (from the cut- 
throat 0.26% after Big Bang) to 0.3%. 
For stockbrokers, that adds up to an an- 
nual commission revenue of £337.5m. 

The remaining 40% of customer busi- 
ness in domestic equities is done directly 
with market-makers: so-called “net” 
ransactions. Market-makers earn their 
xofits from the spread between the 
Prices at which they buy and sell shares. 
Revenues from market-making have re- 
ently taken a dive, not only because of 
he drop in trading volume. In the early 
iutumn ‘some big firms slashed ‘the 
preads at which they dealt in the 140- 
xdd most actively traded “alpha” shares, 
n order to grab market share. As a re- 

the average touch for alphas has 
en by over a third, from 1.2796 at the 
'eginning of April to 0.7996 today. 

The average weighted spread for mar- 
et-makers on all shares (ie, taking into 
ccount the wider spreads but smaller 
olumes of trading in less liquid beta and 
amma shares) has fallen from 1.296 in 
he spring to 196 now. Since market- 
nakers earn a jobbing profit of roughly 
096 of their spread, total revenues for 
rarket-makers are running at a measly 
187.5m a year. 

So annual revenues on domestic equi- 


les for ISE member firms are £525m. Ac- - 


ording to Citicorp Scrimgeour Vickers, 
nother City broking firm, total costs in 
omestic-equity trading are £1 billion— 
, losses on that business are £475m a 
ear. On top of that, gilts, traded options 
nd foreign shares probably. bring in 
130m in revenues—but cost £250m a 
"ar to run. 
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County NatWest 


About time too 





HE most surprising thing about the De- 

partment of Trade and Industry's ap- 
pointment of outside inspectors to look into 
County NatWest, the merchant-banking 
subsidiary of National Westminster Bank, is 
that it took so long. It is a year since The 
Economist first raised questions about the 
merchant bank’s possible failure to comply 
with the disclosure provisions of the Com- 
panies Act during the placement in Septem- 
ber 1987 of the rump of a rights issue for 
Blue Arrow, an employment agency advised 
by County NatWest. 

In December 1987 County NatWest ad- 
mitted to holding 9.5% of Blue Arrow. It 
claimed that since 4.9% was held by the 
merchant bank, and 4.6% by County 
NatWest Securities (the market-making sub- 
sidiary), it was under no legal obligation to 
disclose the stake under a Companies Act 
provision that requires any group with more 
than 5% of a company to reveal it. 

County NatWest rested its case on sec- 
tion 209 of the Companies Act, which ex- 
empts market-makers from disclosure re- 
quirements so long as their shares are held 
in the normal course of business. But some 
senior people at County NatWest Securities 
(at the time of the deal) say that the exemp- 
tion should not have applied because, they 
claim, the merchant bank’s corporate finan- 
ciers and top managers put pressure on 
them to buy the shares. 

The corporate financiers and top man- 
agers maintain that the market-maker took 
an independent commercial decision to buy 
the soon-to-plummet shares. They say that 
the Bank of England was informed of the de- 
tails of the Blue Arrow share transactions 
and did not object. The Bank says that it did 
ask questions about section 209, but had to 
accept County NatWest’s 
reply: that its lawyers had 
given the all-clear. 

The Department of Trade and Industry 
(DTI) says that it has taken a year to find out 
the facts. Now it wants the inspectors, first, 
to confirm the facts, and second, if the law 
was breached, to establish whether it was a 
cock-up or a criminal conspiracy. Only if the 
inspectors plump for the latter are senior fig- 
ures within County NatWest at the time of 
the Blue Arrow deal likely to be prosecuted. 

In February 1987 the Bank of England 
called in NatWest’s senior managers and 
asked them to carry out their own inquiry 
into the affair. In April the DTI told the Bank 
that it would rein back its own investigation 
until the completion of NatWest’s. That, 
written by NatWest’s deputy chairman, Sir 
Philip Wilkinson, reached the DTI in May. 

The report conceded that NatWest had 
breached one aspect of the disclosure rules. 
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Some of the private-client accounts mane ^ 
aged by NatWest Stockbrokers on a dis ^ 
cretionary basis hold Blue Arrow stock, and 
subscribed for shares during the rights issue. 
Section 208 of the Companies Act says that. 
a company such as a discretionary portfolio - 
manager, which controls the voting rights of 
shares, is deemed to own them for disclosure. 
purposes. Though worth no more than - 
maybe a few million pounds, these private- F: 
client holdings should have been disclosed, 
since they would have pushed the group’s E 
total Blue Arrow holdings over 596 (exclud- 
ing the market-maker's stake). 

The Wilkinson report concluded that 
County NatWest had not broken section 
209 of the Companies Act. This conclusion 
was not categorical enough to satisfy the 
DTI, which feels that the internal inquiry 
may not have got to the bottom of the affair. 
At least four senior figures at County 
Nat West Securities, all of whom believe the 
law was breached, were not interviewed in - 
NatWest's inquiry. From June to October 
the DTI continued its inquiry and asked 
Nat West for further information. By Octo- 
ber it had decided to call in outside inspec- 
tors, but it took a further two months to 
find a suitable barrister and accountant. ‘a 

The inquiry is an embarrassment for the 
corporate-finance department of County 
Nat West, which is the only bit of the bank. 
to have made good money in recent years. It — 
has been run as an independent fief by Mr 
David Reed. A brilliant and temperamental 
deal-maker, he is the only figure closely in- 
volved in the Blue Arrow deal who remains 


at the investment bank. 

The DTI inspectors will not confine their 
investigations to section 209. They will seek 
to clear up all remaining doubts on the Blue 
Arrow issue. Did County NatWest create a 
false market when it told investors who 
bought Blue Arrow shares that the place- 
ment was a success? Did parties other than 
County NatWest Securities take shares to 
support the placement? How many shares 
did the placement's brokers, Phillips & 
Drew, buy? Was any financial compensation 
offered to those who bought Blue Arrow 
stock while assisting the merchant bank? 
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PARIS 

D CLEVER new capital issue, tailor- 

E. made for French state-owned enter- 
prises, is becoming a test-case of the powers 
-. of the Cooke committee, the panel of inter- 
- national bank supervisors working through 
the Bank for International Settlements in 
Basle. The dispute within the committee is 
— whether subordinated perpetual capital 
TADS . 
— notes issued by state-owned French banks 
should count as equity capital. It pits British 
- and German regulators against France's fi- 
—. nancial authorities. 
= The Cooke committee has laid down 
— that by 1992 international banks must have 
. core or “tier-one” capital equal to 4% of 
their risk-weighted assets. The French 
- sent a junior official to an early meet- 
.. ing of the committee to discuss per- 
* petual capital notes. The British 
— and Germans jumped all over him 
. with objections. Partly because of 
. this rebuff, the Banque Nationale 
= de Paris (BNP) took fright and 
- dropped the sale of $400m-worth 
— of capital notes. 
|... Crédit Lyonnais show- 
ed more confidence that 
the Cooke committee 
- would still agree to count its 
issue as core equity capital. 
Crédit Lyonnais added a 
— second issue of $170m to its 
= original $350m of capital 
-. notes. It can point out to 
.. the Cooke committee that 
— American perpetual prefer- 
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3 p Japanese corporate finance 
- Liquid engineering 


NCE upon a time banks lent money to 
b. Japan's big companies; now the com- 
— panies lend to banks. With one-third of Ja- 
= pan's big companies at present running fi- 
nancial surpluses, the tiny in-house finance 
divisions of blue-chip companies have 
—— moved beyond being head-office accounting 
teams to become pseudo-banks-in-the-mak- 
ing themselves. In that they are copying 
— western companies like General Motors and 
— British Petroleum. But, simultaneously, the 
- — finance divisions of some of Japan's smaller 
firms are becoming pseudo-securities houses 
too: that may be going too far. 
E The in-house banks have evolved natu- 
B. rally. Carmakers, like Toyota and Nissan, or 
- J.A consumer-electronics firms, such as Mat- 
E sushita Electric and Toshiba, can raise 


E 


. Perpetual emotions 


ence shares are already counted as core capi- 
tal. The committee has told a technical 
working group to report back on the entire 
question by March. 

Until this hitch, these novel issues 
looked like a cunning solution to a tricky 
problem for capitalhungry French state- 
owned banks. With no prospect of 
privatisation and little chance of getting 
money from the French government, their 
sole shareholder, where were these banks 
going to find new capital? 

Investment banks in Paris—Merrill 
Lynch, Morgan Guaranty and Swiss Bank- 














France learns to Cooke its books 


money as cheaply as any bank—either in Ja- 
pan or from the Euromarkets. That money 
has to be distributed to group subsidiaries or 
made to sweat in bank deposits until 
needed. And, as companies have expanded 
abroad, foreign-exchange and interest-rate 
exposure has become more complicated. 

Companies have consolidated their 
group financial operations. About 40 of 
them have also set up financial subsidiaries 
in Europe and America to be close to finan- 
cial markets there— Toyota, for example, set 
up a new finance team in London recently to 
augment its Dutch finance subsidiary. It 
found, among others, Mitsubishi, Mat- 
sushita Electric, Toshiba and Nissan already 
there. The teams, though, are small. Most 
firms could fit theirs into one taxi. 
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ing Corporation—set about finding an an- 
swer. They came up with an ingenious in- 
strument that behaves in many ways like 
equity. The principal need not be repaid. 
The debt is subordinated. Interest can be 
suspended if the issuer decides it is in trou- 
ble and pays no dividend on common stock. 

The issues vary a lot, but the one for 
Crédit Lyonnais works like this. The bank 
sold $350m of perpetual capital notes to the 
underwriter, Merrill Lynch, which paid 
around 7596 of their face value. Merrill then 
used the difference, representing pre-paid 
interest, to set up a trust. The trust bought 
tax-free American treasury notes, which 
should yield, over 15 years, $350m. 

At the same time, the underwriter sold 
on the Crédit Lyonnais perpetuals—mainly 
to Japanese leasing houses. The Crédit Ly- 
onnais paper pays generous interest of 1.1% 
over LIBOR for 15 yeats, after which it pays 

nominal interest. The trust guarante 
at that point to redeem the perpetua 
at face value. 

The hardliners on the Cooke 
committee have argued that share 
capital or near-equity must act as a 
shock-absorber, which will be 
consumed (and so restrict lending 
capacity) if the bank hits trouble. 
Crédit Lyonnais hopes to 
have met this objection. 
The revised wording of its 
$520m issue should let the 
bank write down, if neces- 
sary, the face value of its 
perpetuals. This would 
make no difference to note- 
holders; the interest paid by 
the bank as well as the re- 
demption value from the 
trust would be unchanged. 







Two trends have helped the inhouse 
nanciers push out the banks. First, as Ja- 
pan’s financial markets become more liberal 
its companies have switched to raising capi- 
tal through equity rather than debt, a pro- 
cess helped by Japan’s high stock prices and 
low interest rates. At the same time, the ex- 
pansion of Japan’s off-shore manufacturing 
base has made increasingly sophisticated de- 
mands on companies’ ability to raise work- 
ing and investment capital and to manage 
their foreign-exchange risk: Japanese banks, 
hampered by Japan’s separation of invest- 
ment and commercial banking, are often 
not up to the task. 

Usually the parent company of a big in- 
dustrial group has a sufficiently high credit 
rating to make it the best vehicle for raising 
capital, particularly in the Euromarkets. 
Companies like Matsushita and Toshiba re- 
quire their foreign subsidiaries to get a 
"quote" from the in-house finance division 
before deciding how to raise the capital they 
need. Toshiba’s international finance divi- 
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„m reckons that it can usually undercut a 
local source of funds, such as a bank, by a 
quarter to a half a percentage point. 

In-house finance teams have an inside 
track when it comes to knowing how much 
money will be needed when. With interest 
rates on large time deposits in Japan higher 
than those on domestic short-term money 
market instruments, it is easy for the in- 
house finance division to raise cash when 
conditions are most favourable and deposit 
it in a bank until needed. 

The dangerous temptation for Japan's 
big companies is to make money out of 
money rather than making things—espe- 
cially when, thanks to the swaps market, a 
company like Toyota can raise funds at neg- 
ative rates of interest. Blue-chip industrial 
firms profess that their asset-management 
strategy is conservative. They say that they 
only hedge in the foreign-exchange markets 

to cover underlying real demand for curren- 
jes; that they invest long-term in low-risk 
“bonds and short-term in bank deposits or 
fixed-interest paper; and that they largely 
avoid riskier financial instruments such as 
equities and futures. 

Not all Japanese companies are such 
passive investors. The trading houses have 
long been active players of financial mar- 
kets. Mr Shigeru Kita, president of Hanwa, a 
steel-trading firm, cheerfully says that trad- 
ing money is much like trading any other 
commodity. Hanwa, which gets three-quar- 
ters of its profits now from zaitech or finan- 
cial engineering, as such asset management 
is known, has an operating fund of ¥2 tril- 
lion ($16.2 billion), a team of 50 financial 
staff, and its own dealing room. 

Although all Japanese industrial firms 
practise asset management for profits when 
their mainstream businesses are under pres- 
sure, the squeeze on small exporters since 
the yen started appreciating in 1985 has 
turned some of them into little more than 
zaitech speculators. Some, such as Tateho 






CONOMIST DECEMBER 24 1988 





Chemical Industries and Nippon Tochi, 
went bust after establishing large securities 
positions using borrowed money. Tateho, a 
company with sales of $46m a year, equity of 
$135m and other assets of $214m, had $3.5 
billion of government-bond-futures con- 
tracts outstanding at the peak. 

However, Mr Ron Napier of Salomon 
Brothers estimates that fewer than 6% of 
listed Japanese corporations posted zaitech 
profits of 596 of sales, or more, in their 1987 
financial years. Even so, the Ministry of Fi- 
nance is sufficiently concerned about the 
trend to threaten a tax on zaitech profits. 

That threat is aimed at small companies. 
There is scarcely one company that is a 
household name outside Japan on the list of 
the top 60 zaitechers. But with such large 
cash piles (Toyota has cash in hand of more 
than YI trillion), blue-chip companies do 
not need to be flamboyant in what is deli- 
cately called their “portfolio investment”. 

The next development could take the 
companies even deeper into the commercial 
banks' territory. Matsushita and Toyota are 
talking about providing in-house consumer- 
finance services for customers, something 
that only the Hitachi group has really tried 
so far with its instalment-credit-to-leasing 
subsidiary, Hitachi Credit. Part of Toyota's 
recent reorganisation of its in-house finance 
division is a step towards it setting up the 
equivalent of GM's consumer-finance sub- 
sidiary, GMAC. Its new Toyota Finance will 
provide credit for 314 Toyota dealers in Ja- 
pan for customer car-purchase loans. 
Toyota Finance hopes to extend loans to 
borrowers outside the Toyota-group. 

So far the banks have been irked by the 
erosion of their traditional business as a sup- 
plier of investment capital to the big compa- 
nies. They have had to grin and bear it. The 
grins could fade if they now lose the sort of 
consumer-business they had hoped to re- 
place the big-company loan business with. 
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d settle your staf: 


IS newspaper is based in London. 
ack in the middle. Its small staff 
be able to interview people working 
n or passing through, attend press 
ces in London, stay in touch with 
government, shoot off abroad in 
irection at short notice. 

ye arguments are compelling, but no- 
deny that pleasure is an ingredient 
intral London has wonderful parks, 
restaurants, museums, theatres. Its 
“ig drier—yes, drier—than in much 
he rest of Britain. 

The same reasoning constrains and ex- 
many companies in many obvious 
cities "—not capitals, because capital 
us and bigness do not necessarily go to- 
r. But the mix of pleasure and busi- 
necessity do not always point to the 
rgest city in a country. For businesses that 
+ not have to be at the commercial centre, 
“have looked at the compensating advan- 











ny alternative cities are actually larger in 
ea than the first city. Antwerp is bigger 
an Brussels, Vancouver than Toronto. 
ergen just pips Oslo. Perth beats Sydney 
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our company is spreading abroad. Do you have to set up vour business 
" r staff in the obvious first city of the country you are going to? 
1e ammunition for those who think not Es i 


and, indeed, claims to sprawl over 5,000 sq 
km, more than twice as much land as Tokyo 
occupies. Populations range from Osaka's 
awesome 8.7m to the Venezuelan alterna- 
tive, La Guaira’s 25,000. Growth is faster in 
nearly all the alternative cities—suggesting 
that other people have already decided 
against the number one. 


Geography 

Beautiful sites like Sydney's and Vancou- 
ver's (when the clouds lift) are hard to beat, 
but parks, sea, lakes, good architecture and 
easy access to the countryside can make up 
for a lot. We show only the distance from 
the sea (or large lake in the case of Toronto). 
Temperature and rainfall differences be- 
tween main and alternative cities are not 
usually great, but the cold in Oslo and the 
heat in Athens are extreme, relative to the 
alternatives. Pollution tends to be greater in 
the first cities. 


Communications 


Ease of parking does not vary much between 
first and second cities, according to our re- 
search. The distance to an international air- 
port tends to be greater in the big cities than 
in the rivals: eg, 15km from the middle of 
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Sydney, 10km from the middle of Perth. 
Hotels 


Prices for visitors are usually cheaper in the 
smaller cities, but there tend to be more 
first-class hotels in larger cities. — 


Labour es 

The unemployment rate gives some idea of 
the availability of labour. Of the cities where 
unemployment rates are available, there is 
no clear tendency for a number-one city to 
have more or less unemployment than the 
alternative. Salary levels are one of the most 
difficult bits of information to gather, even - 
for a relatively standard qualification such. 
bilingual secretary: on the whole, first citi. 
have to pay higher salaries—not a big sur- 
prise—but the differences can be as much as 
48% (Singapore over neighbouring Jakarta) 
or 20% (London over Edinburgh). Where 
salaries are the same, it suggests that it is 
harder to recruit in the second cities. 






































Cost of living 

A vital consideration. We specifted similar 
standards/ positions for apartments in each 
city. The differences in rent are surprisingly 
large. Space is frequently twice as expensive 
in the main city as in the alternative. The 
cost of living in general, excluding housing, 
is also much lower in most rivals—50% less 
in Lyons than in Paris, for instance. In only 
three cases, Concepcion, Bergen and Singa- 
pore are prices estimated to be higher, by 
10-2096, than in the main city. 

Our unsurprising conclusion is that 
smaller cities are usually cheaper, cleaner; 
less crowded and have better access to aif 
ports. They tend, too, to be more helpful to 
inquiring researchers. | | 
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EUROPE'S MOTOR l 
INDUSTRY: 1992 and Beyond 


= Following his tragic and untimely death in 
“he VES of the re Enteral 


March 1987, The David Watt Memorial Prize was 
introduced in 1988 to commemorate his life and 
work, 

Organised, funded and administered by RTZ, 
the Memorial Prize is a tribute to a man widely 

regarded as one of the UK’s outstanding writers, 
thinkers and political commentators. 
PON Those eligible for the annual prize of £2,000 
ues Av oW , are writers actively engaged in writing for news- 
wc AC | papers and journals, in the English language, on 
international and political matters. Their writings, 
in the opinion of an adjudicating panel, will have 
made outstanding contributions towards the 
clarification of international and political issues and 
the promotion of. greater uereg of such 
issues, 

The closing date for entries and. nominations 
is 20th March 1989. Full details and Entry Forms 
are available from The Administrator, The David 
Watt Memorial Prize, RTZ Limited, 6 St James’s 
Square, London SW1Y 4LD. 
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I world sales of passenger cars are 
ecast to increase by 48.5 per cent to 
3,000 units, between 1985 and 
O0. Strong growth in production 
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"THE TRUCK INDUSTRIES 
OF WESTERN EUROPE: 
Preparing for the 1990s JAPAN'S MOTOR INDUSTRY: 
¢ significant recovery of the West En Route to 2000 

uropean truck market from the deep The rapid rise in the Yen has led to a 
ssion of the early 1980s has fundamental restructuring of Japan's 
brought renewed prosperity to the motor industry. International 

truck industry. With no immediate operations are beng integrated into a 
prospect of any recovery of exportsto — rationalised global production/supply 
the Middle East and Africa, success in chain supported by a web of joint 
Western Europe is crucial for each ventures. This report examines the 
manufacturer. This report assesses the domestic and overseas activities of 
main factors expected to influence the Japan's motor manufacturers and 

ure of the industry as a whole and assesses the global impact they will 

$ constituent sectors. have on the international marketplace. 
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The Cambridge tendency 


Where is economics going? If the best young economists in the world are 


TN MACROECONOMICS, the pre-emi- 


A nence of America’s Cambridge was for 
many years the pre-eminence of a single in- 
jn: the Massachusetts Institute of 
logy. MIT has been the professional 
me of Messrs Paul Samuelson, Robert 
~esgulow and Franco Modigliani, three of the 
five postwar giants of the discipline—all of 
them legendary teachers as well as original 
thinkers who gave the field its modern 
shape. (The other two are Mr James Tobin 
at Yale and Mr Milton Friedman at Chi- 
cago.) They moved the spiritual home of 
twentieth-century economics from Britain 
to America—but above all from Cambridge, 
England, to Cambridge, Massachusetts. 
Economics in America’s Cambridge 
reached its peak of influence in the 1960s: in 
the 1970s it fell quiet; now it is flourishing 
again. This article glances at the work of 
eight of the best young economists in the 
world. It finds that six of them work in Cam- 
bridge (and that the other two have connec- 
tions there). To see the revival in context, 
start with a little history. 
For the past 40 years Mir has stood for a 
certain way of doing economics. One strand 














Prlier English standards, the work going on 
“tn America in the 1950s and 1960s involved 
little chat, and a lot of maths. Yet these new 
tools were wielded undogmatically, to 
say what needed to be said more 
crisply. By the later standards of Chi- 
cago, say, or Minnesota (of which 
more later), this avowed pragmatism 
made Cambridge seem technically in- 
formal, even sloppy. 

The other. strand in the Cam- 
bridge approach was, for want of a 
better term, ideological. MiT has al- 
ways been passionately interested in 
economic policy. Such an interest 
takes two ideas for granted. First, that 
markets left to their own devices 
sometimes get things wrong—other- 
wise there would be no job for policy 
to do. Second, that policy can some- 
times have fairly predictable effects 
on the economy—otherwise it would 
be pointless to ask what its job might 
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1 its approach had to do with method. By - 


answer might be: back to Cambridge, Massachusetts 


be. Keynes never had doubts on either 
score. Neither did MIT. ! 

The dominance of MIT, and of its way of 
doing economics, did not go unchallenged. 
The Keynesian consensus collapsed in the 
1970s. On one side, it was undermined by 
the failure of traditional Keynesian policies. 
The rising unemployment of the 1970s did 
not respond to attempts to "reflate". The 
result of such attempts was stagflation: high 
inflation and high unemployment. 

Keynesian thinking also faced a new at- 
tack at the theoretical level——one that 
seemed to explain why reflation no longer 
worked. Professor Friedman had been criti- 
cising Keynesian policies from his monetar- 
ist perspective since the 1950s, without any- 
body paying much attention. But in a paper 
in 1968 he added a new ingredient that had 
nothing to do with monetarism. He argued 
that the Phillips curve—the idea that there 
is a trade-off between inflation and unem- 
ployment—was unstable in the short run 
and non-existent in the long run. Govern- 
ments could not swap inflation for jobs. If 
they tried, they would get higher inflation 
with no durable fall in unemployment. The 


1970s proved this right. 


Mr Friedman's Chicago began to ride 


| high: Its broader agenda— which. included 


monetarist strictures against the use of fiscal 







policy, and a free-market libera 
government intervention of any soi 
came the new conventional wisdom 
Younger economists then took- 
running. Theorists at Chicago, C 
Mellon, Rochester and Minnesot: 
the so-called New Classical school, 








selves work well. An important elem 
their thinking concerned the role 






































be anticipated: workers wi 
rises to keep their ex té 
stant, thus preventing any incr 
demand for labour. 
Mr Robert Lucas of Chicago and 
Thomas Sargent of Stanford's Hoove 
tution (formerly of Minnesota) are st 
leaders of che New Classical.gr 
1970s they developed their € 
fluential theory of rational ex 
This theory, often ridiculed by 
do not understand it, says som 
and plausible—naraely, thar peo 
from their mistakes. Yet once that 
tion is taken seriously, orthodox 
tions of economic policy fall | 
Many of them, it turns out, rely fo: 
fectiveness on the.government's abi 
fool people and keep on fooling then 
All this added up to a reiec 
economic role of government. | 
lenge to the Cambridge trac 





don 


ther. The New. Classical. approach 


that economics has to account for t 
sions of firms and people in ways t 
consistent with the idea of "optimis 
haviour”, In everybody else's work ? 
Classical devotees detect ad hoc 
sumptions about why firms and 
ple do what they do--assumn 
that do not sit comfortably « 
micro-foundations of econo 
oty. To avoid this trap, New C 
theorists have to make their. 
highly abstract. Models are 
tively spelt out, and great ingeri 
has to go into manipulating them 
Often the price of such ri 
been irrelevance. In making 
ories tractable, yet consísten 
their standards of professions 
cency, the New Classicals ate ( 
embarrassed by untidy facts abou 
real world. One of those facts i 
employment. Many New Cl 
economists argue that there i 
such thing as involuntary unen 




































































ie, that the unemployed freely choose 
e out of work, given present wage rates 
unemployment benefits). It is hard to 
y much else if one accepts the tenets of 
w Classicism—that prices are flexible, 
markets clear, and that 

lé and firms act in their 

| best interests. : 
For a time it seemed that 

- New Classical school 

üld come to dominate eco- 

ics. The abstruse virtuos- 

of its practitioners ap- 

ed to students who enjoy 

fficulty for its own sake—ie, 

e best ones. Moving with 

e fashion, the journals be- 

me even less readable for 

ose without training in 

aths. Economics seemed about to get so 
ever that it could get along by itself for the 
xt few decades, with little to learn from 
the world and nothing to teach it. 


ight of the best 
appily, it has not worked out that way. 
The world's best young economists have ab- 
sorbed the lessons of the New Classical ap- 
roach, recognising it for the breakthrough 
t it was. But, for many of them at least, 
hnical brilliance is no longer to be pur- 
d for its own sake. 
Our eight representatives of the best of 
-new—Paul Krugman and Jean Tirole of 
* Jeffrey Sachs, Lawrence Summers, 
egory Mankiw and Alberto Alesina of 
rvard; Andrei Shleifer of Chicago; and 
nford Grossman of Princeton (moving 
n to Pennsylvania's Wharton School of 
ance)—are all at home with highly ab- 
ict economics. Even the least expert 
ced have won their technical spurs. So 
y are now free to follow a less "rigorous", 
re pragmatic sort of research, where they 
nk that this will be more fruitful—and 
hout having to face the charge that they 
too dim to do the other sort. 
But a bigger difference between the best 
is youngish generation of academic 
yomists and their New Classical fore- 
irs is that the newcomers—regardless of 
e many differences in their style of work, 
ld of research, and political sentiments— 
e all concerned with market failure of one 
rt or another. And where markets fail 
ire might sometimes be a role for policy. 
- That is why the Cambridge connection 
more than a matter of mere geography— 
ough the geography is impressive. MIT is 
w having to share its prestige with Har- 
rd, which has four of the eight. After 
many years of improving its economics fac- 
ity inch by inch, Harvard has lately taken 
several large strides. In Messrs Sachs and 
Summers it has two of the most respected 
onomists in the profession, and (despite 
eir relative youth) two of the most influen- 
tial outside it. Recently it has polished its 
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Sanford Grossman 


awarded every two years to 





-credentials by recruiting Mr Robert Barro, a 
New Classical star, from Rochester. ~ 
Moreover, thanks to Mr Martin 


Feldstein (himself a Harvard professor), 
Cambridge has become home to the Na- 
tional Bureau of Economic 
Research (NBER). This is a pri- 
vately financed research 
group which recruits econo- 
mists for spells of full- and 
part-time work on its pro- 
grammes. The bureau has 
more than 200 associates and 
fellows engaged—as it insists 
they must be—in empirical 
analysis of the American 
economy. All but one of the 
men on our list (the exception 
is Mr Tirole) are on its books. 

With mit, a newly revived Harvard, and 
an increasingly energetic NBER all nestling 
side by side on the banks of the Charles 
River, it is beginning to look odd for any em- 
pirically curious student of economics to 
want to be anywhere else. 

Our group of eight needs to be split into 
two. Messrs Grossman, Krugman, Sachs 
and Summers are still only in their mid-30s, 
but each already has a full career’s worth of 


achievement to his name. Messrs Alesina, 


Mankiw, Shleifer and Tirole are, on the 
whole, a bit younger. They are attracting a 
lot of attention inside the profession, 
though not yet much outside it. But they are 
engaged in work which is likely to make 
them leading lights over the coming years. 
What pointers in the interests of this octet 
are there to the future course of economics? 

Sandy Grossman would stand a good 
chance of topping a poll of economists 
asked: age aside, who is the cleverest of you 
all? Last year he won the in- 
tensely desirable Clark medal, 


"the American economist un- 
der 40 who is adjudged to 
have made a significant con- 
tribution to economic 
thought and knowledge". Mr 
Grossman's main interest is 
the economics of informa- 
tion. His work is in the ratio- 
nal-expectations tradition, 
but by refining this sort of 
economics he has greatly al 
tered the way economists think about it. 

Tt used to be assumed, for instance, that 
stockmarkets were "informationally eff 
cient". This means that, at any given mo- 

ment, share prices take account of all the in- 
formation there is to be known about the 


E 


. underlying shares. This does not imply that 
everybody knows everything. There will be 


informed traders and uninformed ones. In- 


J— formed traders will bid prices up or down to 


accord with the value of the shares; unin- 
formed traders can ask for no better in- 
formation than the current price. 








Paul Krugman 


ulty with this, however, is that - 
if everybody believes that shares are cor- 
rectly priced, there is no incentive to look 
for new information. But if nobody looks for 
new information, there won't be any. It 
seems, therefore, that there can be no such 
thing as an informationally efficient market: 
the idea is self-contradictory. The answer to 
this puzzle—which is called the Grossman- 
Stiglitz Paradox—is to look more carefully - 
at the conditions under which rational peo- 
ple will incur costs to get information. 

Prices are influenced not just by the ac- 
tions of informed traders, but also by eco- 
nomic shocks coming from beyond the mar- 
ket, and by the willingness of traders to 
accept the financial risk that the possibility 
of such shocks creates. This uncertainty 
means that trading takes place behind a 
"screen of noise". Mr Grossman devised 
“noisy rational-expectations’’ models which 
do indeed provide rewards for the discover” 
of new information. This gave birth to a ne 
and still-expanding literature. 

The same goes for other aspects of his 
work. This includes research (much of it in. 
collaboration with Mr Oliver Hart, an Eng- 
lishman at, yes, MIT) on corporate takeovers, 
contract theory and the theory of incen- 
tives. Across all these areas, Mr Grossman is 
exploring the consequences of imbalances 
in information (which are a sort of market 
imperfection) in a world where people be- 
have rationally. | 

Paul Krugman is also much concerned 
with market failures, though in different 
contexts. His work on exchange rates, debt 
and trade has made him one of the world's 
top international economists. . 

His research on exchange rates began 
with oft-cited articles on currency volatility 

and on the mechanics of bal- 
ance-of-payments crises. 
More recently he has been 
trying to fill a gap in the literae 
ture where the pure theory à 
exchange-rate target-zones 
ought to be. His work sug- 
. gests, reassuringly, that target 
zones should stabilise ex- 
change rates even within their 
bands—target-zones should 
do more, in other words, than 
merely cut off the extremes of 
volatility. These articles use 
results drawn from the theory of options- 
pricing in financial markets—an innovation 
that is likely to yield more in due course. 

In his work on third-world debt, Mr 
Krugman found, at last, a valid use for the 
Laffer curve. Recall that the original version 
said a goverhment will collect nothing in 
taxes if its tax rate is zero (obviously) and 
nothing if its tax rate is 100% (because no- 
body would go out to work). Somewhere in 








"between, therefore, is a tax rate that 


maximises revenues. Mr Krugman's “debt- 
relief Laffer curve” starts with the observa- 
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ate a sort of rationing of jo! 
à 


firm to pick better workers. } 
igh-wage policy creates loyalry,. 
er 


h 
ages workers to co-operate ov 
tion, flexible hours, and so on, 
ciency wages" drive up average 
result might be higher overall. 
ment than would otherwise ha 
A separate line of researc 
with the persistence of unem 
Here, Mr Summers helped to s 
current interest in “hysteresis? 
These explain how a seemingly. 
rise in unemployment can becom 
term rise if, for instanc i: 


of unemployment asa 
fitness for future work. O 
viour 


ently rational behav 
useful information f om 
body is unemployed) be 





the only one of Latin America’s many such 
programmes to succeed—and in its dealings 
with banks and the mF. From full-blown 
hyperinflation (ie, five-digit annual inflation 
rates) Bolivia has returned to economic sta- 
| bility. It is now being re- 
warded (too modestly, in Mr 
Sachs's view) with extra assis- 
tance from industrial-country 


governments. This adjust 

ment was abrupt and painful: 
the public-sector payroll had 
to be slashed, though unem- 


ployment was already high. 





ke 





ur ensome stock of debt is | 
ood economic policy. The bigger 
he bigger the share of any inctease 


a tax on good 
in export revenues the country will have to 
pay to foreigners. This debt-tax might rise to 










| 

Mr Sachs agrees with Mr 
ugman on the need to re- 
ward the countries that un- 


K 
dertake such efforts: and that 
Mr Summers has also d 


market failure. 
work on the efficiency of &nanci 
A recent paper showed that the c 
tional statistical tests have little pow 
cide whether financial markets are 
or not; another shows that markets 
inefficient because, under some — 
stances, arbitrage (ie, buving cheap 
ing dear) cannot do its job. And a- 
jor area of research is savings a 
taxation of capital. This work is tryi 
say, for instance: how far taxes and infla 
distort savings; whether bequests mà 
more than savings in the accumulatior 
wealth; and why people make the be 


they do (rational self-interest has more t 
with it than vou might guess). 







the point where it is not in the 

country's interests to adopt 
sound policies—especially if 

that would be painful. 

The debt-relief Laffer 
curve pursues the analogy, 
putting debt where the tax 

rate used to be, and expected 

debt. repayment (which de- 


pends on today’s economic 
policies) in place of expected 


revenues. An interesting con- 
clusion follows: for countries 

on the downward-sloping | 

part of the curve, banks can increase their 














means debt relief. 





In his more theoretical work on debt 


w 
Jeffrey Sachs 
and development, Mr Sachs has been trying 
to sort out why some countries got into trou- 
ble in the early 1980s while others did not. 


nless you are content to stop at saying 
“they borrowed too much”, this turns out 
to be complicated. However, one recurring 
theme is the abject failure of fiscal policy. In 
many countries this was caused as much by 
an inability to collect taxes as by reckless 
overspending. This work links up with his 
newer research on the comparative fiscal 
performance of rich-country governments. 
Here, an early result is that multi-party coali- 
tions seem to be worse at fiscal policy than 
single-party governments. All this comes un- 
der the heading of "governability and eco- 
nomic policy”. 
arry Summers would give Mr 
Grossman a run for his money in the clever- 
ness poll. His genetic endowment is perfect. 


Mr Paul Samuelson is an uncle on his fa- 
ther’s side, and Mr Kenneth Arrow (an- 











receipts by granting debt relief. 
Mr Krugman's most notable work to 
-been in the theory of international 









his is truly path-breaking stuff. He is 









asking, to what extent does the presence of 
imperfect: competition invalidate the case 
hitherto thought to be rock-solid) for free 


trade? He considers different sorts of im- 
The next stars 
Unsurprisingly, the work of the second 
overlaps, in varying degrees, with the w 
of the first. The rang 


Messrs Grossman, Krug 
Sachs and Summers is so 
that it could hardly be o 

















wise. In some cases the 
extend to joint authe 


research papers, 
opportunity for collabor: 
is one of the benefits of 


ing a lot of talent in one 

Evidently, though, th 

not preclude originality 
Alberto Alesin 


perfection. One arises from the fact that 
some industries are dominated by a small 
number of large firms. This creates the pos- 
sibility of "strategic interaction" between 


them: they will struggle to grab the excess 
profits earned in the industry (excess by 
comparison with the profits of full compe- 


tition). This creates, in turn, a chance that 
subsidies might raise one country's income 
. Using methods from game theory, Mr 


at the expense of another. 
other Nobel laureate) on his 


mother's; both parents, natu- 
rally, are economists. He has 
ranged far and wide in his re- 
search. And although, he has 
not made any field quite his 
own (as Mr Grossman has 
with information and rational 
expectations, Mr Krugman 
with strategic trade theory, or 
Mr Sachs with debt and fiscal 
policy), he has a remarkable 
nack of contributing some- 
thing vital to every subject he 
lights upon. Released from his recent pre- 
occupation with America’s presidential elec- 
tion (he was one of Mr Michael Dukakis's 
advisers), he is getting back to research. 
One of his main interests is labour mar- 
kets. Starting from the fact which New Clas- 
sical economists find so uncomfortable — 
namely, that there is evidently such a thing 
as involuntary unemployment—he asks why 
this should be. One answer might be that 


employers willingly (and rationally) pay 
more than the market-clearing wage to cre- 





ugman clarifies these interactions and 
foot in Harvard's Sc 





Lawrence Summers 
Government as well as in its economics 
ulty. Aptly so. Partly in alliance with 
Sachs, he is looking at the economic e 
of the electoral cycle. A theme of a lot 
recent economics has been the importat 
of "shocks": in the rational-expectatio 
tradition, only unanticipated events | 
much effect. One of the biggest rec 
shocks is a change of government. (Ev 
economic agents reckoned there w 
80% chance that Mr Bush would w 
last election, his victory was still a “sh 


opportunities. In the process the pure the- 
ory of comparative advantage takes a heavy 
knock. Yet, after weighing the advantages 
and disadvantages of government interven- 


Wers will serve their interests best if they 


ion, Mr Krugman concludes that wise vot- 
shackle their governments to good old-fash- 


ioned free trade. 
Harvard’s sons 
The other top-rank international economist 
on our list, Jeffrey Sachs, came to attention 
ten years ago, with a series of papers on the 
rise of unemployment in the 1970s. He 

stressed the importance of imperfections in 
labour markets and the links between differ- 
ent national economies, and was the first to 
look carefully at the connection in Europe 

between labour-market institutions and 
real-wage rigidity. With Mr Michael Bruno 
(now the governor of Israel's central bank) 
ne wrote "The Economics of Worldwide 
Stegflation", which has become essential 





reading on the subject. 

He is well known outside academia 
mainly for his work on international debt. 
He advised the Bolivian government on its 

recent economic-stabilisation programme— 
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berto Alesina eae Mankiw 
use the 20% margin of doubt suddenly 
appeared.) Despite this, econometric 
dies almost never allow for changes of 
overnment; they assume that changes in 
icy (eg, tax rates, interest rates) capture 
rything that matters. This is clearly 
g. Mr Alesina is opening up an ex- 
mely fruitful area for research. Like all 
akthroughs, one immediately asks why 
h work was not done years ago. 
Gregory Mankiw (pronounced man- 
) has worked mainly on interest p 
of his research looks at an old puzzle: 
at determines the gaps between the inter- 
"rates on debts of differing maturities? 
e logic of efficient markets implies that 
term structure" reflects investors’ be- 
about future rates. Mr Mankiw's inves- 
ions show that this cannot be right: 
-gaps seem to embody strikingly poor 
rest-rate forecasts. 
Yother possibility is that the term 
re compensates investors for differ- 
in risk—ie, long rates are high when 
ig-term bonds are particularly risky. But 
Mankiw finds this to be wrong too. 
re is no evident relationship between 
he term structure and risk. This suggests 
hat investing in longterm instruments 
en long yields are high will fairly reliably 
leliver higher returns than investing in a se- 
s of short-term instruments—and it does. 
ifücient markets are supposed to deny in- 
/estors. such straightforward chances to 
nake money. 
. Andrei Shleifer is one of the 
ee foreigners on the list—and un- 
oubtedly the best Russian neoclassi- 
economist around. He has worked 
th Mr Summers on “‘noise-traders”’ 
financial markets. A lot follows 
m assuming that there are two- 
rts of trader—informed and unin- 
rmed. For a start, standard argu- 
ents (mostly due to Mr Friedman) 
fe) efficiency start to wobble. And 
ey wobble in surprising ways. Mr 
leifer has shown, for example, that 
noise-traders (ie, the uninformed) 
in the market, adding informed 
ople can destabilise it. 
| Separately, he has taken up some 
“the questions that Mr Grossman 
ised about takeovers. For example, 
hat sort of stake in the business 














profits? (The answer, ‘paradoxically, is not 
the bigger the better; the evidence suggests 
that once managers get too rich they seem to 
lose interest in profit and start to think 
about other things.) A third area of work 
has returned to some old ideas about devel- 
opment: to what extent does the fact of im- 
perfect competition make it sensible for 
developing countries to try (as the conven- 
tional wisdom now tells chem not to) for a 
“big push" toward industrialisation? All 
this is turning heads in admiration. 
Arguably, Jean Tirole should stand 
with the first group rather than the second. 
(He is a Frenchman, by the way; according 
to one slightly exaggerated assessment, 
France’s six best economists are now at Har- 
vard or MIT.) Mr Tirole is already a leader of 
modern microeconomics—which offers far. 


less scope than the macro-branch of the sub- 


ject for becoming well known outside acade- 
mia. His new textbook on industrial orga- 
nisation marks the restoration of that field 
to its proper place at the heart of microeco- 
nomics. Here, too, there was an earlier Har- 
vard tradition of research, based on empiri- 
cal observation combined with rather 
woolly theorising, that began to give way in 
the 1970s to far more rigorous modelling. 
Drawing on game theory and other strange 
techniques, the new approach began to 
make sense of strategic behaviour that had 
seemed theoretically unmanageable. 

The point is this: in an imperfectly com- 
petitive world, the actions of one firm affect 
others, and this interaction will be taken 
into account by all sides in deciding how to 
behave. Even at its cleverest, traditional mi- 
croeconomics never did justice to this ele- 
mentary fact of life. Mr Tirole is in the van- 
guard of the new wave; in time it will raise 
microeconomics to a new level of relevance. 


Good omens 

The elements common to all this new re- 
search are clear enough. First, economics 
has lost patience with the paradigm of per- 





Andrei Shleifer 










Jean Tirole 


fect competition. Analysing departures 
from that ideal is always going to be techni- 
cally difficult, but economics cannot hope to 
say much about an imperfectly competitive 
world unless it tries to do so. This means 
taking seriously the idea that markets often 
fail to clear smoothly, or at all—but then 
striving to account for this in ways that do 
not make implausible assumptions abou 
why firms and people behave as they do. hi 
every case, a vital question is: how do eco- 
nomic agents process the information they 
have to hand in forming their beliefs about 
the future? 

This points to what will be discarded, 
and what will be retained, from the New 
Classical approach. Out. will go the pre- 
sumption that markets clear smoothly, that 
agents are always in an equilibrium which is 
to their liking. In will stay the idea that 
agents are not stupid, that they learn from. 
their mistakes and draw intelligent infer- 
ences about the future from what is happen- 
ing around them. For contributing this in- 
sight, and forcing the whole profession to. 
deal with it, the rational-expectations revo- 
lution of Messrs Lucas and Sargent deserves 
loud applause. | 

Unfortunately, the oul main finding 
is that economics is getting no easier. The 
modern stress on technical prowess is not. 
fading, especially in the way the subject isg 
taught. A recent survey of American gradul 
ate students asked what mattered most for 
success in economics: 57% said that “excel 

lence in mathematics” was "very im- 
portant"; only 396 said the same of 
"having a thorough knowledge of the 
economy”, while no less than 68% 
thought that was “unimportant”. 

If that is depressing, take heart at 
these eight economists, and many of: 
their peers. Their technical expertise 
is of the highest, but they would all be 
judged by what they can find out 
‘about the world. Their research, de- 
spite the maths, speaks of intense 
curiosity about how real economies 
work. For a time it seemed that such 
passion might take second place to 
difficulty for the sake of difficulty. 

- That would be the death of econom- 
ics. Instead, economics is ooking out- 
wards again. 
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|, BRAND is a name that customers 
know and react to. It is an insubstantial 
thing, but as affluence spreads and as infor- 
mation increasingly dominates economic 
life, so the value of the brand has come to 
outweigh the physical value of the thing that 
is branded. Whether honestly or trickily, the 
brand manipulates a buyer’s perception of a 
thing’s worth. It thus creates a third, intan- 
gible, step in the adding of value. Take water 
and sugar: they are commodities. Process 
them into cola drinks, and you have prod- 
Bucts. Market and promote them into Coca- 
ola and Pepsi-Cola: you have brands.. 
. The value of a brand is the impression 
of extra worth that it engenders in custom- 
ers, whose loyalty is thus that bit more se- 
cure. These nebulous-sounding ideas annoy 
economists: buyers should be rational when 
they buy something, not bewitched or affec- 
tionate. But they are not. People all over the 
world form irrational attachments to old 
chairs and chewed pens in their houses— 
and to different products on supermarket 
shelves. Humans like to take sides—try and 
watch a football match without sympathis- 
ing with one team. Brand loyalty leads to 
profit. By most “tangible” measures BMW 
cars and IBM computers are not significantly 
better than their rivals, but customers will 
pay significantly more for them. 

Brands have been playing on this side of 
human nature since the serpent first market- 
ed apples. But branding as big business 
emerged only in the past 100 years. By 1890 
most countries had trademark acts, estab- 
lishing a name as a legally protectable asser. 
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What's in a name? Not much, thought Juliet—''a rose by any other name 
uld smell as sweet”, Juliet came to a sticky e 
take names seriously, betting billions of dollars that bran 


nd. Today's businessmen 
s such as ‘‘Win- 


can turn cigarettes and chocolate mo Their en- 
thusiasm in 1988 may mark the apogee of the branded pro 


uct 


It was late in the last century that producers 
of products such as Coca-Cola (first market- 
ed as a brain tonic), Ivory Soap and Quaker 
Oats could take advantage of new mass- 
manufacturing techniques, railway lines and 
newspaper advertising to produce in one 
factory and yet win customers all over the 
place. To distinguish their wares from the 
“own label" products of local retailers, they 
gave them distinctive names. George East- 
man called his camera Kodak because it was 
“short, vigorous, incapable of being mis- 
spelt... and meant nothing". 

Since then the most powerful brands 
have become as well known as the products 
they identify: “Hoover” and “Walkman” 
are said as often as “vacuum cleaner” and 
“personal stereo". Such brand leaders cer- 
tainly take the spoils. Surveys of American 
consumer goods have shown the number 
one brand earning a 20% return, the num- 
ber two around 5% and the rest losing mon- 
ey. The firms which dominate Ametican 
kitchens and homes—Procter & Gamble, 
Unilever and Philip Morris—are interested 
only in owning one of the two top brands. 

Brand leaders are not immortal, howev- 
er. They can, in the end, be undermined by 
the quality and technology of the underlying 
thing. One nineteenth-century name, Stu- 
debaker, was clever enough to shift its con- 
sumers' loyalty from horse-drawn. carriages 
to motor cars, but it then collapsed because 
its cars were unpopular. 

.  Norcan the loyalty of customers be tak- 
en for granted. As Mr David Ogilvy once 
warned fellow admen “The consumer is not 











a moron; she is your wife." Even í 














America (albeit long after any “r 
buyer should have switched to 
mestic models). The skill of bra 
ressing extra profit out of the a 
without him balking. Ir has taken 20 
for Andrex, a British toilet paper fan 
its advertisements showing a puppy 
twined in the bumf, to nudge its price: 
a 2076 premium over its rivals. 
What has made 1988 the year 
brand is the sudden discovery of th 
and brand-skill as things of capita 
Until recently, few businessmen out 
big consumer-goods companies g 
about brands. They were a te 
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THE YEAR OF THE BRAND 
-. businessmen close to the con- 
. sumer had to know about, just 
. asa banker had to know about 


y 


‘book-keeping. No longer. 
Among a flurry of brand-driv- - 
en deals in 1988: 


€ RR Nabisco was the centre of 
- a $25 billion fight between its 
. own management and various 
_ predators to buy the company. 
4 p biscuits and Winston 
- cigarettes now belong to Kohl- 
. berg Kravis Roberts. 
- € In October another Ameri- 
. can food and tobacco giant, Philip Morris, 
- bought Kraft, the maker of cheese of the 
"same name, Miracle Whip toppings and 
- Breyers ice cream. The price was $12.9 bil- 
- lion, four times Kraft’s "tangible" assets. 
.. € Grand Metropolitan, a British food and 
_ drinks company, looks set to take over Pills- 
- bury for $5.5 billion—a 50% premium on 
= the American firm's pre-bid value. Grand- 


Met hopes to squeeze more profits out of 


_ Green Giant vegetables and Burger King. 


yi 
4 





e Nestlé paid £2.55 billion, 
($4.5 billion), more than five 
times Rowntree’s book value, 
to gobble up the York confec- 
tionery firm that makes Kit 
Kat, After Eight and Polo. 
Why the sudden fuss! 
There has been the usual cor- 
porate intoning of "economies 
of scale" and “synergy’’. For 
instance, Philip Morris's Oscar 
Mayer group will team up with 
Kraft to sell refrigerated food 
to American supermarkets. 
But attempts to reap “economies of 
scale", such as Philip Morris’s own $5.7 bil- 
lion takeover of General Foods in 1985, 
have proved hard work. Besides, no calcula- 
tion of economies of scale can justify the 
prices being paid. The real bait in 1988 was 
the brands. All these acquirers reckon that 
they can market their targets’ brands better. 
GrandMet, for example, thinks it can re- 
launch Pillsbury’s Burger King restaurants 
in the same way that it redesigned the (much 


Better to be on the inside looking out 


3 Defending consumer-goods brands 
J ern companies may be too defeatist. 


— JQ UILDING a new brand is a forbidding 
—— JD task. Around 90% of all new products 
— fail. In contrast, many old brands go from 
strength to strength—Gillette razors, Del 
.. Monte canned fruit and Campbell's soup 
. were all market leaders in America in 1923. 
- Today's fast product-development tech- 
niques allow big consumer-goods firms to 
. rush out copies of any interesting new rival 
— before it gets established. And the cost for a 
would-be usurper is daunting: a national ad- 
. wertising campaign will probably eat up 
.—. $60m of a brand-builder's money in Amer- 
— ica, $30m in Japan and $20m in Britain. 

$ To wedge its way into consumers’ minds 
= as a brand, a new product must buy time; 
there are three ways, none of them perfect: 

— @Byan inspired and tangible product differ- 
—. ence. For boring consumer goods, this is of- 
— ten the only way. Procter & Gamble's first 
big success—in 1879—was Ivory, a soap so 
.. pure that it floated; its last big one, Pampers, 
introduced in 1966, was the first disposable 
nappy (diaper) P&G spends millions on 
R&D, but rivals are usually quick to copy any 
= product innovation (as Unilever has in Brit- 
ain in response to P&G's liquid detergents). 
- And some product-differences are so small 
.. that consumers do not notice: in 1982 P&G 
- believed that its new American orange juice 
brand, Citrus Hill, was a winner because it 
. had developed a special way to preserve 
.. more flavour. But orange drinkers did not 
notice much difference, so Minute Maid 
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is easier than building them. But west- 
The Japanese are less inhibited 


and Tropicana are still the market leaders. 

e By splitting off a segment of the market 
and dominating it. In Japan, Pocari Sweat 
carved out such a rich niche as an “energy 
drink" for sportsmen that Coca-Cola has 
replied with its own sports drink, Aquarius. 
e By creating a radically new image. Aware 
that its Bourneville chocolate box had a 
staid, mumsy look, Cadbury-Schweppes 
dreamt up Biarritz, a dramatic blue triangu- 
lar box with jazzy writing on it: the contents 










Spreading the word 
Top advertisers in the United States 
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smaller) chain of Berni Inns in Britain. 
Superior brand-management is a better 
reason for pricey takeovers than guff about 
economies of scale. But pushing an inferior 
brand into a higher league will take a lot of | 
time and money. The real explanation why 
the prices are so high is that businessmen 


. think that, in the overcrowded consumer- 


goods markets at least, it is almost impossi- 
ble to create a new "megabrand" like Kit 
Kat from scratch. So a megabrand has a 
double value: first, the net present value of 
future cashflows coming from sales of that 
name (ie, its “normal” value): second, a pre- 
mium for the sum that a competitor would 
spend trying to create an equivalent brand. 
In other words, Nestlé reckoned that it 
was impossible to build brands as powerful 
and profitable as Rowntree's for less than 
£2.5 billion. Because Nestlé had no reason- 
able hope of creating a Kit Kat, Smarties c7 
After Eight, it had to buy them. The sam 
logic—that it is extremely difficult to build 
new brands but easy to defend old ones— 
underlay the other bids as well. Is it correct? 


were 70% the same as Bourneville, but Biar- 
ritz has become a market leader in Britain.. . 

Health and beauty products offer even 
more scope for creating a new image: take, 
for instance, Timotei, Unilever's shampoo 
brand-leader. Its name was originally used 
on a Finnish deodorant. Unilever trans- 
ferred it to a Swedish shampoo, gave it a dis- 
tinct natural-looking look and advertised its 
mildness and purity. Because people around 
the world have different hair, Timotei’s for- 
mula varies, but it always has the same im- 
age. Unilever is extending the brand into 
skin-care products ("Timotei's secret gar- 
den"), but not into deodorants. 

Clothing also offers a chance to build 
brands on images. Levi's hugely success 
campaign for 501 jeans featured a series 
advertisements harking back to the 1950s 
and early 1960s. Chains of clothes shops— 
such as Italy’s Benetton and Britain's 
Next—have also sold customers "lifestyle" 
brands. Lifestyles are harder to copy than 
detergents. But the more complete an image 
is, the more susceptible it is to the whims of 
fashion: few of tomorrow's consumers will 
want to be seen wearing the same clothes as 
their parents do today. 


Defensive culture 
Market researchers, too, claim that they can 


help the would-be brand-builder. The trou- 
ble is that too few brand managers use re- 
search in the same way that scientists do— 
to test their hunches rather than to help 
form them. Market-research data tend to be 
historic. Interbrand, a London-based brand 
consultant, argues that any Briton asked to 
describe what kind of lager he wanted in 
1980 probably outlined to a researcher a can 
with gothic lettering and a Germanic name: 
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marching to the beat of the brand 


hence the flood of semi-successful “pseudo- 
braus”. The only brand to really make it was 
Fosters, an emphatically Australian one. 

In 1985 Coca-Cola launched their New 
Coke drink because consumers preferred it 
in blind-tasting tests to both Pepsi-Cola and 
old Coke. But very few of the tasters were 
asked whether they wanted to see a replace- 
ment for the old Coke. Hence the outcry 
which led to Coca-Cola having to reintro- 
duce Classic Coke. “Research” also told 
Sony that there was no room for personal 
stereos and Xerox that secretaries were 
happy using carbon paper. 

Unilever claims that its researchers can 
predict an untested product’s future market 
share to within 0.5%. Other companies are 
more sceptical: a recent study of British 
socio-economic research showed that 

ound a third of all consumers in each sam- 
5. were put in the wrong social class, and 
another third changed into a different class 
within a year. The new fashion is to ignore 
wealth and divide consumers into psycho- 
logical groups, but these are difficult to tar- 








get. Mail-shotting coupons to 
“inner directeds" is not easy. 


Behind the battlements 


Research is more useful when a 
product is up and running— 
which, again, favours existing 
brands. Killing a brand is hard, 
no matter what the manage- 
ment does (remember New 
Coke) or how bad the product 
becomes (remember Jaguar 
cars in the 1970s). Some com- 
panies like Hanson Trust make 
big short-term profits by slashing advertis- 
ing budgets on acquired brands. 

However, even strong brands will even- 
tually wither without advertising. For 
around ten years General Foods skimped on 
advertising Maxwell House, America’s lead- 
ing coffee brand; last year Nestlé and Folgers 
caught it up. Smiths used to be the only 
crisp that many British children knew, but it 
stopped reminding them and they switched 
to Walkers, which now sells at a premium. 

Successful defensive branding is about 
defining and then dominating one segment 
of the market. Perrier, for example, cannot 
compete with Coca-Cola as a soft drink, but 
it can dominate the mineral-water market. 
To stay dominant, an image must remain 
consistent. Most brand-owners are unim- 
pressed by the merry-go-round of advertis- 
ing agencies and all the razzmatazz of cre- 
ative awards. Coca-Cola has stuck with 
McCann Erickson for over 30 years. P&G 
still uses "Two Cs and a K” advertisements, 
in which two Customers in a Kitchen dis- 
cuss some P&G product. 

Similarly, stretching a brand-name to 
cover another product can be profitable. 
But beware: there must be some obvious 
link. One reason for Levi's 501 campaign 
was that it had earlier confused customers 
with a range of casual clothes which had lit- 
tle to do with jeans. In the 1960s Cadbury- 
Schweppes used its Cadbury name first on 
Marvel dried milk and then on Smash, 
mashed-potato mixture: this helped to sell 
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Marvel and Smash but did not 
help the image of its hocolate. 

However, even the most 
consistently nurtured brand 


has to adapt to thrive. Kel- 
successfully used am 
American Cancer Institute re- 
port, which said that fibre 
could control cancer of the co- 
lon, to sell many more bran ce- 
reals. But Unilever's American 
toothpastes, Aim and Close 
Up, did not respond quickly 
enough when Colgate and 
Crest trumpeted tartar-contro! formulas. 
They were trounced. 

If you are the brand leader in a mature 
market, you have two ploys. The first is to 
divide and rule the market by creating new 
sub-brands. Unilever, for example, has 
around ten different brands of margarine in 
most American and European supermar- 
kets. The other way is to stamp yet more 
character on the product. What has a ciga- 
rette got to do with a cowboy? Not much. 
But Marlboro has an identifiable character. 
In Britain, Nestlé's Gold Blend coffee has 
turned its commercials into 
opera: viewers now think of the ad's charac- 
ters, not boring coffee granules. 


logg's 


a popi lar si ap- 


Eastern eyes are watching you 
So, barring takeover, most European and 
American brand owners feel fairly secure. 
Should they? Some consultants privately 
speculate that the Japanese will eventually 
strike the consumer-goods industries with 
the same precision that they attacked west- 
ern cars and electronics. "Western brand 
managers normally do three-year shifts.” 
complains one American consultant. “so 
they concentrate on defending the brand 
they inherited. If they launch a new product 
they play safe and copy everybody else.” 
Most western products are me-too ones. 
They point to Japanese products like 
Attack", a new highly concentrated liquid 
detergent introduced by Kao in April 1987: 
it has swept the Japanese market because 


| century of copywriters' fees, and still no new 
ideas—fortunately 
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consumers use less of it in their 
washing machines. Another 
Japanese firm, Wacoal, has de- 
veloped (and patented) a new 
bra which moulds itself to the 
human body better than west- 
ern ones do. American breasts 
will be able to snuggle into it 
from mid-1989, and European 
ones from 1990. 

In May 1988 Kao bought 
Andrew Jergens, a soap and 
shampoo maker based in Cin- 
cinnati—within range of P&G 
head office. Japanese cosmetics, such as 
Shiseido, and designer clothes, such as 
Kenzo, are already on sale in western stores. 

However, a Japanese walkover looks un- 
likely. Both Unilever and P&G claim that 
they are ready for Attack, should it come. In 





June, Japanese dry beer, which 
has captured a third of Japan's 
$19 billion-a-year beer market, 
went on sale in America; but 
the American brewers had al- 
ready launched their own vari- 
ety. And some Japanese names 
are odd—like Creap coffee 
whitener. 

In fact, outside the elec- 
tronics industry, western con- 
sumer brands have had more 
success in Japan. Coca-Cola, 
for instance, has picked up 
over half of Japan's fizzy soft-drinks market. 
Most of Japan's luxury perfumes and presti- 
gious whiskies are western. Yes, Japanese 
consumer goods will seep across; but, for the 
moment, the western brand giants have 
more to fear from the retailers. 





They have names too 


When retailers become brands themselves 


HYPOTHESIS worth considering is 
that brands are just a 100-year phe- 
nomenon. They grew because small corner- 
shops and general stores were unable to pro- 
vide consumers with the sophisticated own- 
label products they wanted. But once 
retailers start to make their own label as 
good as the manufacturers, to jazz up their 
marketing and to spread their outlets 
widely, the need for brands will evaporate. 
The case study behind this theory is Britain. 
The British high street used to be domi- 
nated by big, boring department stores sell- 
ing manufacturers’ clothes and cosmetics. 
Now it is clustered with small zappy retailing 
chains selling own-label products—Next, 
Tie Rack, Laura Ashley, Body Shop and 
Sock Shop are as easy to identify as any 
manufacturer's label. 

America has picked up this trend. 
Brooks Brothers has been a brand for over a 
century, but never spread on the 
strength of it. It has now been joined 
by a range of style-conscious chains. 
Banana Republic has pioneered a 
whole new genre of "safari" clothes 
for Wall-Street-based explorers. Not 
good news for brands like Hathaway 
shirts or Levi's. But the big consumer- 
goods and food groups have barely 
been scratched. 

It is Britain's supermarkets that 
are scaring them. In Britain, five or 
six grocery chains now account for 
around half the country's food and 
packaged-goods sales. Around a third 
of grocery sales at the big supermar- 
ket chains are “own-brand’’. Marks 
& Spencer sells only own-brand 


goods, under the label St Michael— 
102 





Checking out the compe 


the most powerful brand name in Britain, 
according to a recent survey. 

At J. Sainsbury, own-label accounts for 
around 5596 of sales. In the 1970s most Brit- 
ish supermarkets advertised own-label as a 
cheap alternative to branded goods. 
Sainsbury promised that its own-label goods 
would be the same quality as, or better than, 
the manufacturers’ and marketed its own 
name as a brand. Sainsbury is now Britain's 


biggest grocer with around 15% of the mar-. 


ket. Its rivals have copied its strategy. 
Research done at the Institute of Retail 
Studies at Stirling shows that the brands 
which have suffered most from own-label 
marketing are those ranked from third 
downwards. Sainsbury has romped through 
markets where there was no strong brand 
leader—such as all soft drinks, except cola. 
But it has made slower progress in areas 
where there is a strong branded presence— 
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such as dog food (where it faced Pedigree 
Chum), breakfast cereals (Kellogg's) and 
chocolate snacks (Cadbury and Mars). 
Nobody is saying that British food-re- 
tailing will return to being a strictly own-la- 
bel affair. Retailers talk about a 4096 limit 
on own-label—otherwise the consumer will 
think that they are not being given enough 
choice. There may be something in this, but 
Marks & Spencer has successfully ignored 
it. Consider the retailer's advantages: 
e Electronic point-of-sale machines keep re- 
tailers more in tune with customers. One 
British drinks manufacturer is proud that it 
can work out its retail sales within six weeks; 
Sainsbury knows its figures in four hours. 
e Retailers can afford to be more adventur- 
ous. They do not need to plough capital into 
building factories or national advertising. 
“We have a wonderful market-research sys- 
tem called our shelves," says one retaile- 
The biggest worry for Sainsbury is that a b: 
new product will harm its overall image. 
Similarly, it avoids obviously cheap prod- 
ucts—like canned meats. 
e British retailers are keen to put good prod- 
ucts out quickly. In contrast, many manufac- 
turers have come to see brand management 
as a three-year exercise in damage limita- 
tion. "Shut your eyes in Marks & Spencer's 
head office and you might be back at Procter 
& Gamble in the 1960s”, observes one vet- 
eran American consultant. Marks & Spen- 
cer pioneered chilled fresh food in Britain. 
e Direct-product-profitability (DPP) com- 
puter programs tell a retailer how much 
each product makes—allowing for the shelf 
space it takes up and the time it sits there, as 
well as its profit margin. Leading brands of- 
ten cite DPP results to persuade supermar- 
kets to turf out the third, fourth and fifth 


best-selling brands. 


So will it travel? 
That then is the case study. Much of had 
true for Britain is true for other parts of 
Northern Europe. But in markets such as Ja- 
pan, Italy and Spain, over 7096 of sales still 
flow through small “Mom and Pop” stores 
(though in Japan many use scanners). 
At first sight America appears a 
similarly hopeless case. Since 1982 
own-label goods have actually de 
clined as a proportion of total sales, 
from 16.896 to around 1396 now. The 
last mini-boom of own-label good: 
was in 1977-81, when supermarket: 
offered too many cheap and tacky 
"generic" products. And no chain of: 
fers the same clout as Sainsbury. 
However, even manufacturers ad- 
mit that American retailers are get- 
ting more powerful. Divide America 
into blocks of around 30m people— 
like the New York metropolitan area, 
or the Californian coastal strip—and 
half the retail business in each block 
is done by only eight chains. The pro- 
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n-label in the top 35 stores is 
ser to 18%. These bigger stores are ad- 
vertising more on television and beginning 
to throw their weight around. Winn Dixie, 
-the fifth-biggest chain, has recently told its 
Suppliers that they are not allowed to deliver 
the same products cheaper to other 
supermarkets. mE i 
Quality is improving too. Sainsbury it- 
self has recently taken control of Shaws, a 
New England chain. Various American re- 
tailers have studied what has happened in 
Britain ani where Loblaws super- 
market runs an extremely successful Presi- 
dent's Choice own-label. Aap hasa new, 
"gourmet" product called Master Choice. 
Stop and Shop in Boston and Giant in 
Washington are also getting rid of the 
 chéap-and-cheerful generic image. 

































America will take a long 
time to change. But American 
shop assistants can use scan- 
ners and DPP techniques just as 
weil as British ones. And super- 
markets are interested in the 
extra 5-10% profit that can be 
squeezed out of own-label. The 
brands that will get caught will 
probably be those in third 
place and below. This is al. 
ready happening. For example, 
most American supermarkets 
always stock Green Giant and 
B n B canned mushrooms; they rotate the 
others in line with promotional campaigns. 
These smaller national brands have another 
worry as well: big national brands from 

other countries invading their patch. 
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wu Itinational, not global 


Shops around the world will feature more foreign-made brands. But those 
newcomers will still have to follow local rules 


udi Bos globalisation of markets is at 
hand", promised Professor Theo- 
dore Levitt of the Harvard Businesss School 
in May 1983. "Technology" was producing 
a "new commercial reality—the emergence 
of global markets for standardised consumer 
products on a previously unimagined scale 


of magnitude.” This extreme vision has - 


failed to materialise—people, thank God, 
are too different. Instead a more refined 
creature has emerged; an international 
brand, flush with cash from dominating one 
national market but with managers wise 
enough to tailor its image or product to suit 
Milwaukee, Manchester and Mandalay. 
» Using profits from one market to grow 
pnds in another is easiest for the large 
companies that the recent round of take- 
overs has created—such as Philip Morris, 
Unilever and Nestlé. It often takes time and 
that needs money. Heinz has fed some of its 
profits from other markets into Japan for 
the past 20 years: its tomato ketchup has not 
repeated its success, but Ore Ida frozen po- 
tatoes have become a market leader there. 
Gobbling up local markets is often 
barely profitable. “We no longer invade 
markets just to satisfy the Harvard Business 
School”, asserts one American manufac- 
turer. Standardised international products 
are not always cheaper to make and market 
than locally tailored varieties: first, new 
technology on the factory floor allows min- 
hows to switch production lines more easily 
and cheaply than before; and, second, pro- 
duction is a relatively small part of the costs 
of a launch. So the whales have to spend a 
fortune in the two activities where financial 
blubber counts—R&D and advertising. 
~~. Nevertheless, big companies are keen to 
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expand their brands abroad— partly be- 
cause that is what the financial markets ask 
them to do, and partly because, once they 
have ousted some of the weaker locals, they 
think that they can make money. 

However, for the vast majority of prod- 
ucts the standardised global brand is still a 


long way off. Merely making a standardised 
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global product is difficult enough. Take two 
Cadbury-Schweppes products: chocolate 
and tonic water. Producing the same bottle 
of Schweppes tonic water around the world 
is fairly easy: Cadbury supplies the extract 
and local bottlers do the rest. But chocolate 
needs purpose-built machinery and has to 
rely on varying local ingredients. Even then, 
consumers persist in treating the products 
differently in different places. Chocolate is 
eaten as a snack in some countries, as a pud- 
ding in others. The French drink tonic 
straight; the British mix it with alcohol. 
Schweppes may be a European product: but 
it is not a European brand, because people 
buy it for different reasons. 

Alcoholic drinks, in particular, have to 





freshing the parts Professor Levitt cannot reach _ 


tailor both their strer 
their image to fit loca 
look at the pictures | 
see how differently H 
a self-proclaimed "m 
company with a produ 
cility’’, sells its beer, 
Similarly, many g 
“global” brands are rea 
multinational products 
Morris will swear un 
comes out of its.ears t 
boro, the world's.m 
cigarette, is a 
But, first, the Japanese, who like | 
tered cigarettes, have shunned i 
ond, Americans associate its c 
with a loner; to the rest of the ^ 
stands for America. 
Although many thir 
buy it as a status symbol rà 
Coca-Cola probably does qua 
brand: it is so well known that only 
would call it anything else. That has taken ; 
century of marketing. Who else has man 
aged it? In Landor Associates’ recent s 
of brand power in Europe, Japan and / 
ica, no other brand name came in the top 5i 
brands in all three areas. 
Brands in a few specialist niches proba 
bly qualify. Luxury products—such as Rolls- 
Royce and Cartier—attract the same aficio- 
nados for the same reason worldwide, So do 
a few industrial products—factories world- 
wide buy SKF ball bearings because the 
Swedish company has built up a consiste 
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image based on reliability. Many business- 
men buy The Wall Street Journal with the 
same motive worldwide. Át a pinch rock 
records might squeeze in—Bob Marley, the 
reggae star, was a global brand. | 
Worryingly for Professor Levitt's follow. 
ers, some national markets which looked 
complete are now splitting up. “Americ: 
not a homogeneous market", argues 
Adrian Cadbury. Cadbury distr 
Schweppes through over 150 different fr: 
chisees in America—each of which chooses. 
à different promotional strategy. Specialist 
advertising to America’s 19m Hispanics i 
now as fashionable as global campaigns. — 
“Think global and act local has becon 
the consensus", argues Mr Jacques Bi 
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ard of Novaction, a Paris-based consul 
ney. A multinational product which 
lapts itself to a local market will grow 
uicker there than one which tries to pro- 
ote itself on advertising based on the low- 
t common denominator of several coun- 
ies. But if its brand image is reasonably 
milar across the world, then it will be more | 
werful: consumers who travel will recog- 
e it and, with luck, the manufacturer can 








STO UILDINGS age and become dilapi- 
A dated. Machines wear out. Cars rust. 
it what lives on are brands," argues Sir 
ector Laing of Britain's United Biscuits. 
w long does a product-brand -live and 
; much money will it make? In 1988 
ousands of businessmen's calculators 
ied to tap out a value for brands. In all 
bability, few of them got it right. 
Rules vary on how companies can 
ord brands as intangible assets on their 
ance sheets. Americans can value them 
y after they acquire them—and then they 
ave to depreciate the value over 40 years. 
ustralians are more cavalier. Mr Rupert 
furdoch, for instance, often revalues the 
rth of his newspaper mastheads. 

Now shareholders may see many more 
demark valuations in annual reports— 
articularly in Britain. Grand Metropolitan 
decided that all the brands it has ac- 
ed since 1985 are worth £588m. Ranks 
vis McDougall (RHM), the maker of Hovis 
sad and Mr Kipling cakes, has recently set 
alue of £678m for all its brands. 

Why the change? Some companies are 
aid that the stockmarket fails to value 
em correctly and leaves them open to a 
keover. RHM recently shrugged off a £1.7 
lion bid from Goodman Fielder Wattie of 
ew Zealand. Predators like GrandMet re- 
nt allocating so much of the value of an 
icquisition as “goodwill’’—the difference 
tween the net book value of their target 
ind the price they paid. The acquirer either 
has to depreciate the goodwill against profits 
or write it off against netavorth (in America 
hey have to take the former course). 

A balance sheet is supposed to give 
shareholders a true and fair view of the com- 
pany: in many cases a company's foremost 
assets are its brands. Nestlé did not buy 
Rowntree because it thought that industrial 
property in York was due for a boom. Many 
accountants support brand valuation. But: 
@ The balance sheet is now becoming a mess 
of assets, all valued at different times. RHM, 
for example, records property at a historic 











value of £l70m. Accountants worldwide 












economise on design and advertising costs. 

—— Easier said than done, but a good place 
to start is to check that any new brand name 
can travel. Sic and Pschitt (two French soft 
drinks), Bum (a Spanish potato crisp) and 
Super Piss (a Finnish product for unfreezing 
car doors) will presumably remain at home. 
Similarly, Gallaher’s cigarette, Park Lane, is 
finding it difficult to woo Spanish speakers 
because they cannot pronounce it. 
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he name's the game 


Jutting brands on a balance sheet is like trying to trap a ghost. Companies 
hould spend more time trying to brand themselves 


need to sort out which system to follow: ei- 
ther a balance sheet based on historical cost 
or on present valuation. 

e There is no easy way to value a brand. 
RHM, advised by Interbrand, took each 
brand's average earnings from the past three 
years and multiplied it by a “power” factor. 
RHM stressed that its value was a “current 
cost value (ie, the value of replacing the 
brands), not a market value. The latter, 
which would presumably be based on the 
net-present-value of all the earnings from a 
brand, would tell the shareholder much 
more. But it would also set a price on the 
company. Shareholders would have learnt 
more if RHM had simply recorded how much 
profit each brand had made: the stockmark- 
et might then have decided whether RHM's 
"brand" profits were consistent enough to 
increase the company's market value. 


Twenty-first century brand 


While techniques for valuing brands evolve, 
what will happen to the objects of all this 
attention? Will product-brands remain the 
gold that they are made out to be? The signs 
are that in the area where branding has been 
most successful-—consumer-goods and food 
products—brands will be weeded out. Pow- 
erful retailers, some specialised, others not, 
learning how to use scanners and develop 
good quality own-label brands, will claw 
away at the third, fourth and fifth brands in 
each type of product in any country. So will 


purveyors of multinational brands, once ' 


they learn how to act local. The 
Japanese may yet, in their inde- 
fatigable way, show that creat- 
ing new brands is easier than 
western companies think. 

As product brands come 
under pressure, however, there 
will remain another area in 
which branding can fight 
back—the branding of whole - 
corporations and organisa- 
tions. According to. Professor 
John Quelch of the Harvard 


Business School, “brands of 















incident wit 
Thus Heinz 
extra value not. 
Cadbury's Flake has a double value: first the 
individual brand, Flake, and second the 
company name itself. Most Japanese compa- 
nies are also strong corporate branders. — . 

In contrast, every American’s kitchen 
probably includes a General Food’s prod- 
uct, but few react to it as a brand. It also 
owns Brazil’s favourite ice cream, Kibon, 
and France's leading chewing gum, Holly- 
wood. Its decaffeinated coffee sells as Sanka- 
in America and Haag in Europe. As a result 
General Foods is nothing more than the 
sum of its parts. In marketing speak, there is 
no added value in its name. 

Branding a company name has its limi- 
tations. Unilever is now displaying "Lever 
Brothers" more prominently on its deter-. 
gents, but, understandably, it is keeping 
away from its food and health produc... 
Other names are simply not attractive: Wire 
and Plastic Products (wer) is a less glamor- 
ous name for an advertising agency than J. 
Walter Thompson. Westpac, an Australian 
Bank, sounds as though it ships corrugated 
cardboard. Rhone-Poulenc, a French chemi- 
cals group, wondered long and hard 
whether it needed to change its name before 
promoting it worldwide, It stuck with it. 

Mr Simon Gulliford, programme direc- 
tor at Ashridge Management College in 
Britain, argues that companies can go a stage 
further and brand the "experience" that. 
they purport to sell. BMW gives all its cars 
numbers, not names—so you buy "a BMW". 
But it also checks that the garages which sell. 
and service BMWs are clean; it sells expensive 
leather jackets and briefcases to expensive- 
looking drivers. None of this means that a 
BMW is any better than its rivals: but proud 
owners are left with a feeling that they havg, 
joined some sort of elite. Other examp 
branded experiences are flying with $ 
pore Airlines or shopping in Marks & Spen- 
cer. Others should try: name a bank or an 
insurance company whose products could 
be called familiar brands. 

Commodity-to-product; — product-to- 
brand. Is brand-to-experience the next and 
even more insubstantial step in the affluent 
adding of value? A good hunch is that the 
winners will continue to be 
those brands (or experiences, 
that keep their appeal as intan 
gible as possible. Coca-Col: 
has never advertised itself or 
#/ price. No matter how efficien: 
| | producers become, consumer! 
7 still relate to "names" in th: 
same way as the author of ar 
old Brazilian bossa nova song 

"There is no patent on love 
but you have a trademark o 
my heart." 






























Al can an economist teach an 
Y environmentalist? Two sorts of 
ings, which are often confused with one 
Ted first thing an economist can 
y to-set the environmentalist's 
im: to show him how, for exam- 
“price on clean air or clean wa- 
ioes not go down well: environ- 
... Dtalists expect cleanliness to be free. The 
other approach is to let ecological goals 
(such as how much carbon dioxide to release 
into the air) be set by politicians—informed 
by scientists—but then to let market forces 
work out the best way to achieve them, 
rather than forcing solutions on polluters by. 
law. This, too, makes some environmental- 
ists suspicious. It.should not. 

— The market approach to cleaning up the 
world has a simple aim and no hidden big- 
business agenda. The idea is merely to find 
the most efficient way to spend each anti- 
pollution pound or dollar (America spent 
some $65 billion on pollution control in 
1984)—even if that means introducing what 
look at first like licences to pollute. After a 
few half-successful experiments, the idea is 
reaching maturity. Two American 
senators, Senator Timothy Wirth (a 
Democrat from Colorado) and Sena- 
et John Heinz (a Republican from 
pnsylvania) sponsored a study of 
some 13 environmental problems — 
from the depletion of the ozone layer 
to the inefficient exploitation. of 
America's wetlands. The Environ- 
mental Defence Fund and other 
green pressure groups in Washington 
have endorsed it; íts ideas are creep- 
ing into the language of the President- 
elect's advisers. And if Margaret 
Thatcher reads everything her aides 
press upon her, its ideas may soon be 
voiced with a British accent. 

-< The study, known as Project 88, 
is co-ordinated by Dr Robert Stavins 
of Harvard University’s Kennedy 
School of Government. To sample 
the flavour of its three dozen recom- 
nendations, consider first the prob- 
em of acid rain, which is caused 
nainly by sulphates and nitrates re- 
eased into the environment by man. 
t poisons fish, corrodes metals and 
'ats into stonework, 












Most acid-rain legislation in America is 
aimed at emissions of sulphur dioxide, more 
than half of which is produced by electricity 
utilities (much of it comes from the Midwest 
and travels to pollute the north-east and 
Canada). Large, newly built plants are re- 
quired by the 1970 Clean Air Act, and later 
amendments, to fit expensive “scrubbers” 
to reduce the sulphur dioxide in their 
smoke. Now the problem is old smoke- 
stacks. By 1990 they will produce 9096 of the 
utilities’ sulphur-dioxide emissions. Envi- 
ronmental groups, and many congressmen, 
think the next step should be to make old 
smokestacks fit scrubbers too, which would 
cost billions of dollars. 

That is a classic example of the bad old 
"command and control" approach to pollu- 
tion. Many. of the older generating plants 
will soon be retired anyway, making such in- 
vestment wasteful. Other smokestacks 


would be financially crippled by such rules 
and would use the courts to evade them, 
There are cheaper ways. Project 88 proposes 
an “acid-rain reduction credit” programme, 
in which the Environmental Protection 




































Agency (EPA) would issue credits to 
for any reductions in emissions below 
tain target level. The credits could be 
to ease the emission standards rec 
intrinsically dirtier smokest: 
the same company. Or the cn 
sold or leased to other companie 
lem smokestacks, letting marker & 
emissions within overall targets by 
cheapest route. | 
This would let companies choose 
most cost-effective solution—such asd 
sulphur coal or any one of all 
scrubbing and cleaner-burning 
each of their plants, Companies 
could afford to reduce all their 
fairly cheaply would sell their surplus z 
tion credits to companies which would: 
reductions crippling, minimising the cc 
control. Thus only those companies w 
can use scrubbers most effectively « 
them. The Congressional Budger 
thinks that such a programme could achi 
each 10m-ton reduction of sulphur oxi 
for some $330m less than conventio: 
regulation. 


My a 


EPA's standards, but it lacks the m 
and the clout to do much a 
Stricter rules, as proposed by Cor 
gress, do not seem to be the answer). 
Permit trading has already beer 
tried, half-heartedly. Since 1974 sor 
polluters who have done more thi 
the law requires have won credits: 
lowing them higher emissions else. 
where. On the whole, companie ; 
have been unwilling to get involved. 
in such experimental programmes b 
cause their future has been uncertai: 
Nevertheless, it has been calcu 
that such measures shaved $4 E 
off the costs of pollution control, 
Project 88 suggests that an ex: 
panded system of marketable ermis 
sion-permits should be written inta 
the Clean Air Act to give the idea; 
proper run for its money. Polluters 
would be given permits specifying a 
allowable amount of discharge. $ 


permits. Permit amounts could tk 
gradually be reduced until the Ep * 
limits are met. 

Thus suppose that a firm 

























































ches out ten tons of hydrocarbons per 
r. It gets ten permits in 1989 but knows it 
ill get only nine in 1990, It can either scale 
own its emissions, or try to buy an extra 
mit from another firm which can scale 
own more easily. So any firm that wants to 
mit more next year, or does not want to 
it less, will have to pay for the privilege. 
1 highly polluted areas the price of a permit 
ill be higher, because there will be a sur- 
lus of permits in places where firms find it 
asy to reduce emissions. TE 
The system would be flexible: it does 
iot need to anticipate the growth or emer- 
xce of pollution-control technologies, but 
n leave that job up to the polluters—in 
knowledge that they have an incentive. 
ursue it. In one respect this is a mixed 
essing. Regulators will have to learn a com- 
tely new job, which could make them re- 
t their new roles as permit policemen 
ey will need to ensure, for example, that 
es for permit violations are enforceable 
higher than the permit prices). Many 
onmentalists, too, are likely to resist 
a because it does not sound punitive 
i. They are more used to waving a big 
k at evil polluters, rather than relying on 
e invisible hand of the market. 
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rnado air-conditioners 


PAN is a small, cramped country full of 
people who smoke. This is hard on Japa- 
ese non-smokers; they have to get used 
eating their sushi in the blue clouds of 
ir neighbours. Like most other places in 
n, restaurants rarely have the space for 
ate non-smoking sections. But Japan's 
ntors have a knack of developing prod- 
for confined spaces. This year a small 
vo firm started selling an air-conditioner 
creates and seals off a small smoking 
rea. Its product works on a novel principle, 
hich might in time be applied to tradi- 
onal air conditioners. 
All air conditioners work in one of two 
ays: either they bring in fresh air from out- 
ide, or they displace the indoor air, usually 
ushing it through a filter or refrigerator. 
leither is particularly efficient. By channel- 
ng the air more precisely it ought to be pos- 
ible to do the second job (displacing and 
conditioning the air) more efficiently. 
Four years ago Mr Shigeo Matsui, who 
set up on his own after spending six years 
working for a Tokyo car-dealer, conceived 
the idea of creating an indoor, artificial tor- 
nado: a spiralling column of air that creates 
strong currents at its vortex. In 1986 his 














tain Corporation, 


started selling a powerful tornado machine 


for spiriting away dangerous chemical fumes 
in industrial plants. 

This year Mr Matsui started marketing a 
less blustery version designed to keep the 
smoke from a cigarette within a certain area, 
and to clean the air like a normal air condi- 
tioner. The Tatsumaki (“tornado”’ in Japa- 


nese) consists of a canopy just taller than a 


man. In its roof is a fan that sucks in air from 
below the canopy, cleans it and pushes most 
of it on upwards. In the posts holding up the 
device are air tubes: holes in the sides of the 
posts create a small, carefully directed cur- 
rent of air. | 

The holes in the posts swirl air round 
the outside of the canopy, thereby making 
sure no smoke escapes sideways. Combine 
that motion with the suction from above 
and you have a spiral of air which neatly 
pulls all the smoke through the filter. 


The baby model, which has a canopy - 


measuring three square metres, sells for 
¥246,000 ($2,000). Larger ones are avail- 
able, up to a circular monster that is five me- 
tres in diameter. In return for the hefty capi- 
tal outlay, buyers get an air conditioner 
which does not need to pump a whole room- 
ful of air—it just seals off a smoking area. lt 
is therefore much cheaper to operate than a 
normal one. In a test to achieve a certain 
level of air cleanliness, the tornado machine 
needed to pump only 86 cubic metres of air 


through its filter while a comparable tradi- 


tional model had to circulate more than 
1,000 cubic metres. The running costs of the 
traditional model were more than six times 
higher. 

So far Mr Matsui has sold his smoking 
booths to a sports centre and a Japanese pas- 
senger-ferry. He expects to make 100 booths 
in 1989. He has applied for 60 patents in Ja- 
pan, America and Europe, and taken his 
ideas to a London conference on ventilation 
and contaminant-control. The test will be 
whether the tornado principle can be ap- 
plied to large and irregularly shaped areas, 
like offices and theatres. 











latinum and car ei 
Catalytic 
confusion 


N DECEMBER 15th the price of plati- 
num fell by 1496. Why? An unfortu- 
nate misreading of science by metal traders. 
Ford said that it might be able to do without 
the precious metal in its catalytic converters. 
These are components which remove pollut-. 
ants from engine exhausts. They generally 
rely on platinum. Ford refused to say what 
its new non-platinum catalytic converter is 
made of, yet a close look at the science af- 
fords a fairly safe guess—one which suggests 
that the demand for platinum will not fall as 
much as the markets expect. ! 
Despite the motor industry's best ef 
forts, engines do not burn all their fuel. U 
burnt hydrocarbons and carbon monoxiac, 
both of them pollutants, are released in car 
exhausts. Several nitrogen oxides (collec- 
tively called NOx) escape too, having. been 
cooked up by the high temperatures inside. 
engine cylinders. NOx is unwanted for two 
reasons: it pollutes, and making it saps an 
engine's power. Japan, America and, more 
recently, the European. Community have 
tried to regulate emissions of hydrocarbons, 
carbon monoxide and NOx. | EM 
— Reductions can be achieved in two 
ways. The first is to design "lean-burn" en- 
gines, which pump plenty of air in to the cyl 
inders to ensure that all the hydrocarbons: 
are burnt up. The problem is that lean-burn 
engines do not do anything about NOx. So, if 
they are to comply with NOx limits, lean- 
burn engines have to be small and economi- 
cal. For larger engines, some NOx has to be 
removed too. This is where catalytic con- 
verters come in. | 
The principle behind them is strai 
forward. The engine monitors the amount 
of air entering the engine cylinders closely 
and lets in just enough to burn up all the 
fuel; any less would mean the release of un- 
burnt hydrocarbon, any more the formation 
of NOx. But, because the engine is inef- 
ficient, it still produces pollutants. The con- 





| verter's job is to take oxygen from NOx and 
supply it to unburnt fuel as the exhaust 


gases flow over it, producing water, carbon 
dioxide and nitrogen, which are safe. 
Plenty of metals can help this chemical 
reaction along in the laboratory. All of them 
can readily combine with oxygen and then, 
almost as readily, release it. In this way the 
oxygen can be shuttled from the Nox to the 
hydrocarbon, using the metal as an interme- 
diary. The metal acts as a catalyst: it is not 
used up in the process, it simply makes the 
transfer happen more quickly. | 
Taking something from the laboratory 
and putting it onto the road introduces un 
expected problems. Although cheap cata 
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lyst-metals are the motor-industry’s dream, 

they do not work for a number of reasons. 

Some react with the traces of sulphur in fuel 

to form sulphides, and so no longer work as 

catalysts; others would have to be heated al- 

most to their melting points before they 
could act as catalysts. Others only work as 

catalysts at temperatures that are too high to 

be useful. 

The only materials that work are six pre- 
cious metals nestling alongside each other in 
the periodic table. Of these, three cannot be 
used. Ruthenium and osmium both produce 
toxic oxides that evaporate off the surface of 
the converter. Iridium is too scarce. That 
leaves palladium, rhodium and platinum. 

These have been tried in every combina- 
tion, except for rhodium alone. Most cata- 
lysts contain all three. Rhodium is always 
present because it can prevent the forma- 
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tion of ammonia (another pollutant) from 
nitrogen and hydrogen. Each combination 
of metals has slightly different characteris- 
tics. There is only one reason why platinum 
has always been used in American catalysts 
until now: it is more resistant to the traces of 
lead which used to be found in American 
“lead-free” petrol and are still found in 
other parts of the world. Lead forms alloys 
with the precious metals, changing their 
properties as it does so. Alloys do not work 
as catalytsts. 

Ford wants to reduce its dependence on 
platinum not only because it is expensive 
(each converter has about two grams), but 
also because the world market is carved up 
between two risky powers: South Africa and 


Russia. The chances are that it has merely 


created a palladium-only catalyst—some- 
thing that the Japanese have long been in- 


Dawn of the Killer Sheep 
(or Sir Geoffrey’s Revenge) 











R DENIS HEALEY, a former Brit- 
ish chancellor of the exchequer, 
once quipped that being orally attacked 
I by the mild-mannered Sir Geoffrey Howe 
į (now Britain's foreign secretary) was like 
' being “savaged by a dead sheep". This 
was unfair to sheep, though understand- 
ably so. No creature is—apparently—so 
gently and exclusively vegetarian, confin- 
ing its chomping to the grasses of lowland 
pastures and the heathers and sedges of 
harsher terrain. Apart from the occa- 
sional hapless aphid which ends up by 
chance inside a sheep after clinging too te- 
naciously to a succulent stem, vicious 
carnivorous thoughts would never enter a 
sheep’s woolly head. Or would they? 
Sheep on the Shetland island of Foula 
have been found biting the legs and wings 
off young ground-nesting birds. They 
have even bitten off their heads. In seven 
years sheep on Foula have mutilated or 
killed chicks of at least 680 Arctic terns 
and a smaller number of Arctic skuas. 
According to Dr Robert Furness of the 
University of Glasgow's Department of 
Zoology, who has been studying them, it 
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Ready to bite the legs off Denis Healey 





may not be only Foula’s sheep that have a 
carnivorous streak. Eking out their exis- 
tence on tough heather and lichens, 
which are poor in nutrients, Foula’s sheep 
have probably turned in desperation to 
eating chicks in order to balance their di- 
ets. Something similar could well be hap- 
pening wherever sheep graze on extremely 
poor vegetation which their farmers ne- 
glect to supplement. 

Before a crofter on Foula first caught a 
sheep red-handed, tern and skua chicks 
had been spotted with missing wings or 
legs. This was put down to attacks by ot- 
ters or hedgehogs. But Dr Furness has 
seen the killer sheep in action. “I have 
watched sheep push a chick until it rolled 
over on to its back,” he says, “then bite 
off the leg or legs, swallow these, and con- 
tinue grazing". On the rare occasions 
when a chick's head is bitten of, the 
sheep chews it up thoroughly before swal- 
lowing it, skull and all. 

Attacked chicks had one or both 
wings, or one or both legs, cleanly severed. 
Most of them lived through the attack 
and the wound healed, but such injuries 
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corporating into their cars. E 
Still, it was surely right for platin m. 
prices to fall so precipitously if palladium 
will be used in future converters? No. Ac 
cording to Mr Firoze Katrak of Charles 
River Associates, a firm of American ana- 
lysts, about $1.4 billion-worth of converte t 
are sold each year. If a large proportion of - 
these are made from palladium, which is it: | 
self a scarce metal, palladium prices will rise 
steeply. It will then become attractive to se 
platinum again. (Also, since most palladium ~ 
is derived from platinum ore, a big supply of _ 
palladium means plenty of platinum too.) — 
So the prices of platinum and palladium are E 
linked. Both metals will be used until a com- _ 
pletely new material, or new engine design is. _ 
found. Most experts do not expect that to - i 
happen until the next century. x 













leave them ill-equipped for long-term sur- 
vival. Although up to 8% of tern chicks 
were eaten by sheep, these losses were low 
compared with the rates of egg desertion 
or chick starvation. But the chick-chewing 
sheep may have been one factor behind 
the decision of Arctic terns to desert one 
heathland colony and set up home else- 
where on Foula where sheep rarely stray. 

Dr Furness reckons that Foula’s sheep 
may be reacting to a shortage of calcium. 
A high rainfall leaches away what little 
there is in Foula’s soils. On North 
Ronaldsay—the northernmost of the 
Orkneys—crofters encourage sheep to 
feed on seaweed on the shoreline, which is 
a potent source of minerals. But on Foula 
high cliffs bar access to the shore. An- 
other "vegetarian", the red deer, is some- 
times known to chew on cast-off antlers in 
order to obtain calcium. Sheep which eat 
the skeletons of tern and skua chicks are 
probably up to the same thing. The mys- 
tery is how they know that a limb or two 
keeps calcium deficiency at bay. Do they 
seek it out and smell the calcium, or have 
they learnt to eat parts of seabird chicks 
by accident? 

Most sheep lead gentler lives and spe- 
cialise, for the most part, in the gentle art 
of herbivorousness. But why do animals 
specialise at all? Would it not be a safer bet 
to bean omnivore and consume a varied 
diet of plants and animals as a hedge 
against dietary shortages? The answer is 
that evolution has equipped different ani- 
mals for their own niches in life, adapting 
them in order to be as efficient as possible 
in the habitat they usually occupy. Sheep 
are remarkably efficient at devouring 
vegetation and making the most of it. If 
they were omnivores, they would not be 
particularly good at eating anything. 
Still—as man has found—a little adapt- 
ability is useful when minerals are scarce. 
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SUMMARY OF GROUP RESULTS 188 09% S 
Gross rents-and other income 252.7 1954 293 
Profit before taxation 104.8 802 307 
Taxation 32.2 258 


Profit attributable to | 
ordinary shareholders _ 69.8 535 305 | 


Earnings per share —^ 22.0p 192p 146 
Net dividends per share 14.5p 130p 115 
Net asset value per share (diluted) 727p 533p 364 
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- Using rocks that once breathed, palaeontologists not only tell stories of 





The story-telling science 


- things that have crept upon the earth. They tell the story of the earth itself 


T MAGINE a novel far larger and more fas- 
JA cinating than any you have ever read. 
_ The work of thousands of pens, its plot un- 
ds over billions of years. Its characters 
age from the lowliest worm in the mud to 
2 most exalted tyrant-king. It has vignettes 
_ of family life, and cataclysms that turn the 
- world upside-down. 
s. Put that way, the earth’s fossils sound 
. exciting. But the people responsible for tell- 
ing their stories, the palaeontologists, have 
an undeserved reputation for being dull. 
The very word “fossil” rings with dullness. 
The palaeontologists have got used to being 
slandered as “stamp collectors", always fuss- 
ily rearranging their collections. 

It is true that the keepers of fossils do 
not try to lay down the law for the universe 
Xo follow, as physicists do. They do not 
mould the stuff of life, like genetic engi- 
neers. Instead they tell stories. 

. . Palaeontology does not deal with 
simple rules like E2mc?, which apply 
everywhere (so far) After all, the - 
earth and the life upon it are, as far as 
we know, a one-off. And one his- 
tary—however interesting—is a slen- 
+ basis for claims of universal truth. 
palaeontologists explain things by 
revealing their particular causes inin- 
tricate detail, not by showing how 
things could, on principle, not have 
been otherwise. 
i. Being, or at least seeming to be, 
lawless has often made palaeontol- 
ogists feel like second-class citizens. 
However, in the past decade the ad- 
vantages of their science have begun 
to dawn on them. If they can make 
their stories rigorous and compelling, 
they can borrow ideas from any- 
where. They can spin yarns about the 
climate, or about genetics, or about 
astronomy, and so provide new ideas 
for other sciences. In an age of inter- 
disciplinary science, palaeontology 
shows every sign of blossoming. 
| Its success is fitting. Darwin s the- 
of evolution, the infinitely adapt- 
lee coatrack on which palaeontol- 
ss hang their tales, was also inter- 

















disciplinary. To deal with the origin of spe- 
cies, Darwin drew on theories of geology, 
the practice of taxonomy, the intricacies of 
pigeon-fancying, the Reverend Malthus's 
grim economics, and anything else that 
came to hand to build a theory capable of 
explaining all the living world. 


The book of the dead 

Fossils are, of course, no longer of the living 
world, They are the remnants of past life, 
recorded in the rocks. Witness a clam, hap- 
pily feeding on a sea-bed 200m years ago. 
When it dies, it sinks into the soft sediment: 


micro-organisms eat away its flesh, leaving 
only a sea-changed shell. As distant rivers 


disgorge their sediment into the sea, the sea- 
bed rises above it, deeper and deeper. 

The pressure mounts. The sediments 
harden to rock, the shell re-crystallises. 
Eventually, the earth’s crust shifts, The new 
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layers of sedimentary rock and d 
burden are thrust upwards. The « 
the rain work away at them, until: 
changed clam is once more expos: 
to be knocked loose by the tap of a 
A fossil is not just a long-dead « 
is à rock that sometimes shares scare 
atom with the original creature t 
yet bears its mark. In the case of th 
and most other familiar fossils, 
coiled ammonites,  sea-urchins, 
woodlouse-like trilobires—-it is the fo 
the hard shells that is conserved. Und 
ceptional conditions, like mudfalls, c 
tures can be buried before they ror, and d 
saft parts of their bodies preserved. n 
Not all fossils are marine molluscs ane 
their chums, trapped in the sediments 
shallow seas— which are particularly good 
preserving those that swam over them, ; 
crawled on them or burrowed into th 
Other graves preserve: the muds of ri 
swamps and lakes, for example, or fa 
volcanic ash. — 
Then there are the  microfo 
unexaminable except by microscope 
deep-sea sediments, and white cliffs ofc 
are made up of billions of such fossils, t 
individual shapes mostly lost, but the che 
istry of ancient seas preserved within 
The coal beds and oil fields, too, pr 
such memories of the past. Fossils r 
size from dinosaurs to individi 
ecules. The stories of the past 
written all over the planer, if $ 
know how to look. 





The book of imaginary beings 
Knowing how to look is the u 
part. Fossils are like the clues in : 
tective novel; it is not enough ju 
see them, they must also be re 
nised and interpreted. 
Take the dinosaurs. Before ¢ 
1840s they did not exist. The hx 
now taken to signify "dinosaur" th 
just meant “monstrous fossil lca 
Richard Owen, a great Victoriar 
entist, disliked huge fossil di 
They were both fantastic and; wo: 
still, French. 5o, with the same bo 
he constructed dinosaurs. Their be 
ies were shorter than lizard-like on 
their spines more compact. 
arched, their legs tucked à 
der them rather than spl: 
to the side. They begs 
look like mammals. 
That suited Owen, si 
it meant that reptiles ^ 
once been almost as gooe 
mammals. Since contem 
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Dramatic by design 


ry reptiles were little scurrying wretches, 
ose who believed in life continuously get- 
ng better had a problem. But Owen's rhi- 
ócerotic dinosaurs, which entered the pop- 
ar mind when he had them sculpt- 
for the Great Exhibition, were not defin- 
In the 1850s and 1860s many dino- 
took to standing on their hind legs in 
vast tram-shed museums designed for 
. They are constantly redesigned even 
z given fur, fuzz or feathers to taste, 
eir body temperature and habits changed. 
It is not just a matter of redrawing the 
in above the skull. Palaeontology can also 
'rpret and reinterpret the climate. The 
clues that they had in their museums gave 
palaeontologists a picture of the forests 
which flourished in Northern Alaska in the 
retaceous period, around 80m years ago. 
They saw the leaves of plants whose present- 
day relatives have a penchant for warmth. 
They saw the needles of conifers, which 
meant that there was probably no long win- 
ter night, since evergreen conifers find long 
periods of darkness hard to deal with. In the 
museum, the fossils gave the impression of a 
warmish evergreen forest. 
In the wilderness of north Alaska, the 
rocks made a different kind of sense. Dr Ju- 
dith Parrish and Dr Bob Spicer went on an 
arduous expedition to see the rocks in their 
natural habitat. They found that fossil 
leaves in lake sediments were well preserved, 
implying that they all fell in autumn, before 
the cold, quiet winters. If they had fallen 
higgledy-piggledy throughout the year; the 
ones that had fallen in spring or summer 
would have rotted more, The river sedi- 
ments contained individual conifer needles. 
In the rarer lake sediments there were sprigs 


part of the tree. The conifers shed the sprigs 


them into their component needles. So the 
- forests were deciduous and fairly cold. That 
- has implications for the chemistry of the 234 
d trillion tonnes of coal beneath Alaska. 


which had obviously fallen off as a discrete - 


voluntarily, and it was the rivers that tore’ 


orld enough, and time = 


There is more to stories than just amassing 


clues. They have to be arranged in order. In 
a science of the past, that means arranged in 
time. But to a geologist, time itself is mea- 
sured by fossils. Imagine a cliff, the rock 
strata neatly layered and stuffed with curly 
ammonites. The rocks at the bottom may 
contain a species of smooth, squat fossils. 
Higher up, there are slightly sleeker ones, 
with different shaped knobbly bits. Higher 
again, wavy-shelled ones. 

Such cliffs are the yardsticks with which 
time is measured. (Einstein’s insight that 


time and space are in some senses equivalent. 


was not news to the palaeontologists.) By 
and large, time will run from the squat 
through the knobbly to the wavy, all over 
the world. If the sequence is reversed, the 
rocks are upside down. If there are gaps in 
the sequence, look at them carefully. The 
passing of a species may have gone un- 
marked due to an “unconformity”, a time 
when no sediment was laid down and the 
geological clock skipped a minute. 

By comparing the places where fossils 
are found, by finding fossils from the top of 
one cliff appearing at the base of another, a 
cross-referenced patchwork of time can be 
pieced together. Such a system now covers 
what is called ' 'Phanerozoic" time. The 
word means "visible life", and applies to the 
period during which fossils of complicated 
animals have been laid down: roughly the 
past 600m years, about an eighth of the age 
of the earth. It is an enormous achievement, 
the work of thousands of dedicated lives. 
But it is an uncalibrated clock. It gives the 
order fossils come in, but does 
not say exactly when they 
flourished. 

—. The age of igneous rocks 
(which were molten but have 
now cooled) can be worked out 
from some radioactive ele- 
ments within them. But igne- 
ous rocks do not normally con- 
tain fossils (Pompeii is an 
exception); nor do they often 
interrupt the sedimentary 


‘strata where fossils are laid 


down. And the dates they provide are never 
terribly accurate. The typical 5% margins of 
error correspond, in the early parts of the 
Phanerozoic, to 20m years or so. 


The lack of an absolute clock is irritat- ` 


ing. Often, though, it is the sequence of 
events which count, not the time at which 
they started. That, the fossil time-scale can 
provide. All geologists must know some pa- 
laeontology to make sense of their field- 
work. Any who wish to do detailed studies 
must learn about their period from the 
biostratigraphers who put together the fossil 
time-charts. The palaeontologists are the 
guardians of geological time. 

They are also the geographers of the 
past. In the long ages they spend between 








Trysting trilobites 


earth. Thos that have re-emerged on the 
Tibetan plateaus were buried in variou 
places far to the south, pushed ae 
when India slowly swung up into the belly o 
Asia. As the continents dance to the musi 
of geological time, the fossils are carrie 
along as well. 

Sometimes similar fossils will appear it 
different places, such as parts of Scotlanc 
and Newfoundland, which were once (be 
fore two continents went their separati 
ways) the same place. The similarities be 
tween far-flung fossils were a crucial part o 
the plate-tectonic revolution of the 1960s 
The idea that the world's surface consiste 
of plates slowly driven by currents in th 
depths of the earth answered many othe 
geological questions as well. It provided th 
unifying principle which changed o ld- id-fash 
ioned ' geology" into spanking new “eartl 
science”. 

Faced with the evidence of the CN 
some palaeontologists had been suggestin 
for many years that continents coul 
move—to the laughter of physicists wh 
knew it to be impossible. Then physic 
changed, allowing rocks to flow. The physi 
cists decided that continental drift was . 
possibility. When the revolution was ovet 
drift had become the centrepiece of physice 
geology. That rankled a little. What cleare 
proof could there be of palaeontology's aux 
iliary role—good for dates and details, bu 
not really a driving force, unlike the flowing 
of the deep earth and the physicists who de 
scribe it. 

Plate tectonics favoured research int 

large physical processes. Th 
physical strains of mountaii 
building, the openings an 
closings of oceans, becam 
popular fields. They also prc 
vided new opportunities f 
palaeontology. | 4 
Take the story of the br 
eyed trilobite. Most trilobite 
-seem to have spent their tim 
crawling over the sea floo 
Their tracks are preserved i 
sediment. Dr Richard. Forte 
of the British Museum thought some specie 
ill-fitted for such a life. They had spine 
which would have hindered them, and hug 
bulbous eyes that pointed i in every directio 






(some actually met in the front, looking lik 


wrap-around sunglasses). They looked as 
they would have been happier drifting c 
swimming free in the water, 

Some rocks contain normal trilobites : 
well as swimming ones. Others contai 
swimmers and blind trilobites, implying th: 
they come from deeper seas, where there w: 
not enough light at the bottom to make ey 
worthwhile. Some, from the deep ocea 
floors, contain only the swimmers. From 


few places in Wales with such swimmer 


only rocks, Dr Fortey deduced the presen 
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served in "pre-Cambriai 
those of Eleonore bay, i: 
tom). It is only in rocks 
of the early ( ambri in (to 
miliar fossils are found 
dinosaurs (far left). 
The ammonites (top 
the most common fossils 
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easy to see, are a relatively 
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a matter of bugs. These are : 
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ANY palaeontologists believe that a 
10-kilometre-wide asteroid hit the 
earth about 65m years ago. Some claim that 
the dust and smoke it threw up were respon- 
sible for the extinctions of the dinosaurs 
and of many other species. A key piece of 
evidence is a layer of clays (above) found ig 
many parts of the world. It contains E 
levels of the other-worldly element iridium, 

LE Xd enit and may mark the fall-out from the impact. 





OT e fossils are pae animals. Plank- 
ton (far left) provide a record that 
stretches he back PEE the one left by 
larger creatures. Plants, because of their 
woody structure, leave tough fossils in 
which the chambers that held individus 
cells can be seen (above). 

The problem with plants is that they are 
LU adi seldom in one piece. It is hard to tell wheth- 
—- er a leaf found in one place belongs to the 
same plant as pollen found elsewhere. Some 
whole trees are found, like those in the Gobi 
| desert (below), standing proud because they 

\ TM... xL are harder than the jani s clays. 
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of a deep ocean between Britain and Scandi- 
navia around 500m years ago. Further stud- 
ies convinced other geologists that such an 
ocean had existed. The map of the world 
was changed by a few fossils, each a 
centimetre or two long. 


The name of the rose 


The earth does not reliably order fossils in 
time or space; but palaeontologists have 
them neatly arranged in text books, accord- 
ing to their evolutionary families. Taxono- 
mists arrange fossils, like everything else, ac- 
cording to their species. A species belongs to 
a genus of similar species, which belongs in 
turn to a family, which is part of an order. 
Orders make up classes, classes phyla, phyla 
kingdoms. Homo sapiens is part of the ge- 
nus Homo, the family Hominidae, the order 
of primates. Primates are a class of the 
mmals, the mammals a class of the chor- 
es, part of the animal kingdom. Neat and 
"merarchical. 

Not really. All the divisions are to a de- 
gree arbitrary. There is no firm agreement 
on where, or indeed whether, the line 
should be drawn between the Hominidae 
and the Pongidae, the rest of the apes. There 
are many ways to name the rose. 

Descent from a common ancestor, the 
basis of taxonomy, is hard or impossible to 
see. The hierarchy of genera and families has 
traditionally been based on experience and 
intuition. Over the past 20 years or so, that 
view has been challenged by the "'cladists". 
They came armed with the principle that 
closely related species will share particular 
characteristics not found in their more dis- 
tant relatives. With computers and deter- 
mination they aimed to make taxonomy 
more objective. 

To see cladism at work, consider a medi- 
eval text. Every time it is copied, the scribe 

kes some mistakes. How does a scholar 

d with several versions work out which 

the original By comparing the differ- 
ences. If two versions have plenty in com- 
non which the others do not have, then 
they are closely related —both copied from 
in earlier version that had those shared mis- 
akes in it. Arrange the texts in terms of how 
losely they are related, and you have a 
ladogram. 

As for gospels, so for fossils. By noting 
lown shared differences, cladists can ar- 
ange species in a cladogram, showing how 
losely related they are. Instead of an origi- 
ial text at the root, there is an original an- 
estor. All true genera should contain a 
atch of species more closely related to each 
ther than to anything else, and should con- 
ain all the species descended from the com- 
10n ancestor that defines the group. With 
ne zeal of a Savanorola, cladists threw out 
ld taxonomical groupings that are contra- 
icted by cladograms. 

In doing so, they made enemies. By and 
rge the wounds have healed now. Most 


iE ECONOMIST 
er fa it n t AM +! 
ep ASS hire’ \ EA: I ya 


aeb H a” 


CEMBER 24 1988 















Roots 
How cladists arrange fossils 


Seven species share one ancestor 
| Sane Sh ee, Slee! See vet 


^ CCCII GLO 










palaeontologists accept cladism, at least as a 
sensible. new codification of good old-fash- 
ioned methods if nothing more. Some still 
feel that old groups which “make sense" to 
the trained eye should be left intact. Others 
point out that good cladistics does not nec- 
essarily produce true answers; the intricacies 
of evolution allow for the most similar spe- 
cies not to be the closest related. The 
cladists agree, but they claim consistency 
and order, not absolute truth. 


East of Eden 

The commonest ancestors of all, the first 
life-forms on the planet, are probably lost to 
palaeontology for ever. Fossils of such mi- 


croscopic creatures are sometimes pre — 


served. They have been found in sediments 
more than 3 billion years old, and provide a 
fascinating glimpse of early life. But however 
skilful the interpreter, the slight impression 
left by one single-celled bacterium is much 
like that of the next. 

The problem is that evolution, for mi- 
ctobes, is a matter of changing a molecule 


. here, an enzyme there. Evolution makes 


their biochemistry work slightly better—it 
need not make them a different shape. Some 
call it the Volkswagen syndrome. For 50 
years the body of the Volkswagen Beetle has 
looked much the same: but the engineering 
inside has changed considerably. 

So when do the conspicuous fossils be- 
gin? The earliest of the nine geological peri- 
ods which make up Phanerozoic time is the 
Cambrian, which started slightly less than 
600m years ago. Its beginnings have puzzled 
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palaeontologists for centuries. In Cambrian 
rocks there are shellfish, trilobites and alla 
sorts of things. In pre-Cambrian rocks, — 
nothing but bugs. X 
Then in 1947 pre-Cambrian animals — 
turned up in the Ediacara hills of Australia. D 
They do not have shells. Their soft bodies R 
have been unaccountably preserved. They F 
are hard to classify; some seem wormlike, - 
others appear to be jellyfish. A number are - 
unlike any sort of creature from anywhere. 
else. Hardly any of the Ediacaran creatures P 
are found in Cambrian rocks, or anywhere 
else in the fossil record. They came, they Be 
died, they vanished. 1 

So the base of the Cambrian is now the 
end of the Ediacarans, as well as the begin- 
ning of shells. How are the two related? Per- 3 
haps the fore runners of the shelly beasts — 
lived alongside the Ediacarans, but their -- 
corpses were not preserved. Possibly some 
species, tired of grazing on algae, evolved. 
into predators, and ate the Ediacarans that | 
did not develop armour. Or maybe there is i 
truth in a suggestion from molecular biol - 
ogy, a science with which, though they are _ 
not obviously related, palaeontology is be- 
ginning to discover common ground. Some 
molecular biologists suggest that a few ani- 
mals found a way of changing their genes 
more quickly, and overtook the Ediacarans 
before they knew what hit them. Maybe the 
Ediacarans did live on, while the conditions 
that preserved their soft bodies vanished. 

Whichever of these is true, one of the 
great questions that was asked about the 
Cambrian period has become a question 
about the Ediacarans. Why, after more than 
3 billion years of life, did complex, multi- 
celled creatures appear then? 

It is a question that Dr Andrew Knoll of i 
Harvard hopes to answer. A complicated, ~~ 
multi-celled animal needs access to a certain “i 
concentration of oxygen. For a long time, at- | 
mospheric oxygen levels were not high 
enough. They became higher throughout ] 
the pre-Cambrian, as a result of photosyn- 
thesis by some of the primitive single-celled | 
creatures. But most of the oxygen produced — 
was used up in chemical reactions, such as | 
rusting, and by other creatures breathing, 
which results in oxygen being locked up in 
carbon dioxide. For higher oxygen levels to 
be possible, there had to be less around to 
soak up the free oxygen. 

If micro-organisms died and were buried 
without being eaten by their neighbours, 
the carbon in their bodies would go out of 
circulation. Such events would show up in 
the chemistry of sedimentary rocks—and in- 
deed some do, just before the advent of the 
Ediacarans. That loss of carbon from the 
global system could account for a rise in OXy- 
gen levels big enough to make multi-cellular 
life possible. 

Why was the carbon lost? While all this 
was going on, a "super-continent'" was 
breaking up. Micro-organisms that would 
113: : 



























































Have died in the shallow seas pue du 
land mass found themselves sinking down 
into newly formed oceans, which did not 
have enough oxygen for any other depu 
that might have reclaimed their carbon. $ 
they took it with them into the fossil d 

^... One effect of a drop in the amount of 
| arbon around is less carbon dioxide in the 
atmosphere. That should lead.to a cooler 
world. Carbon dioxide warms the earth by 
"reflecting back to the surface heat that 
‘would otherwise be radiated away—the fa- 
miliar "greenhouse effect" without which 
the earth would be too cold to live on, and 
which man-made gases appear to be disturb- 
ing. Was the earth cooler towards the end of 
the pre-Cambrian, just before the 
Ediacarans flourished? The answer appears 
to be yes. The rocks show the signs of wide- 
spread glaciation. 


Another country 

Dr Knoll’s work is not only a testi 
mony to shrewd thinking and good > 
field work. It uses palaeontology, geo- 
chemistry, tectonic history and cli- 
matology to tell a global story. 
- Palaeontologists are in an especially 
good position to pull together such 
“strands. Life is sensitive to an extraor- 
inary range of things, while at the 
same time robust enough to survive 
them and record them. 

To see this new palaeontology in 
action, look at the debate over mass 
extinctions, which has been at the 
forefront of the science for almost a 
decade. Species die out all the time, 
but at some points in the fossil record 
an awful lot go at once. In the largest 
of these mass extinctions, between 
the Permian and Triassic periods, up 
to 9496 of living species died out. 

These extinctions appear to be 
different from the extinctions that 
Een place all the time. Dr David 
Jablonski, of that bastion of interdis- 
ciplinary ‘approaches, the University 
of Chicago, has studied the patterns of both 
"types of extinction. Normally, a genus is less 
likely to go extinct if (a) it contains a lot of 
species and (b) each species has a wide range 
of habitats. Neither of those provides much 
protection during mass extinctions, though 
being widespread as a genus (rather than be- 
ing a genus of widespread species) seems a 
help. So does not living in the tropics. The 
toll in the tropics seems higher, possibly be- 
cause they contain complicated, easily dam- 
aged ecologies like reefs and rainforests. 

Dr Jablonski's work suggests that mass 
extinctions ate exceptional circumstances, 
unlike those that remove species in the nor- 
mal run of things. They also warp the evolu- 
tionary record by killing off species that are 
otherwise well adapted. They preserve spe- 
cies that are “fie more by lück Rn 
m evolution. i 





T hs extinction Seo ihe Cretaceous 

and the Tertiary, 65m vears ago, has found a 
home in the popular imagination as the end 
of the dinosaurs, among other things. In 
1982 the late Luis Alvarez, a physicist, and 
his son Walter, a geologist, suggested that it 
might have been caused by the impact of a 
vast asteroid. Deposits of iridium, more 


. common off the earth than on its SU E 


and grains of quartz distorted by shock were 
brought forth as evidence. 

These days the notion of an impact is 
widely, though not universally, accepted— 
though whether it caused the death of the 
dinosaurs is hotly debated. But there is no 
doubt that the impact of the Alvarez part- 
nership sent shockwaves around the 
palaeontologists' world. They found astron- 
omers at their symposia. The movement of 





-omers at their symposia. The movement of 
the galaxy itself was being dragged into de- 
bates about the disappearance of a few ma- 
rine molluscs. 

Some’ disapproved. The physicists 
seemed happy to trample on painstakingly 
won expertise in search of quick, simple an- 

swers. This was a geological boundary, not a 
cosmic car crash. The palaeontologists’ 
scepticism was fair. Their conservatism was 
not. All sorts of people now discuss mass ex- 
tinctions, and their expertise ranges over cli- 
matology, oceanography, tectonics, ecology 
and evolutionary theory. But that breadth is 
useless if they do not also understand the 
fossil record. — — 

At the moment, the favourite theories 
pamor mass extinctions involve: sea- 

level changes, with waters receding from the 
continental shelves, then pouring back over 





crease in the amount al oxygen in th 
oceans. All three may be linked. Changes i 
temperature go hand in hand with chang: 
in sea level and changes i in oxygen levels. 

A key to examining all three is th 
record of led plankton. Clues to th 
temperature of the oceans, and the amour 
of life that they supported, can be found i 
the ratio of different types of oxygen aton 
and carbon atom, preserved in shells. 

There are other reasons to look at tł 
plankton. They have been around a lor 
time, stretching back into the pre-Cambria 
period to well before the advent of tł 
Ediacarans, and their fossil shells sho 
enough detail to be classifiable. Once tt 
painstaking analysis has been done, d 

plankton may be usable for [35 billion yea 
back or more—effectively tripling the ran; 
of the useful fossil record. | 
Whatever story the plankton =- 
it is unlikely to be a simple one. E 
those who favour one mec anis 
(such as climate change) fo ass 
tinctions are happy to admit th 
each extinction. looks ‘diff ent, ar 
that some may be caused by som 
thing else. If the asteroid at the Cret 
ceous-Tertiary boundary did have a 
effect, it might have been because « 
earlier climate ot sea-level changes. 
A unified theory of mass extin 
tions is not the beall and end- 
More important is the application : 
the new way of looking at the eart 
that has arisen around the extin 
tions; a view that synthesises the hi 
tory of the continents, the oceans, E 
atmosphere and the life that infes 
them all The thread of life rui 
through a series of different earths- 
warm earths, cool earths, earths of | 
lands or of super-continents, 
earths and wet earths. The ir 
tion of past climates may her 
promising a revolution as plate te 
tonics. Eventually, the history of d 
planet itself, the history of its climat 
and its life as well as its continents and cru: 
may be written. 

It is a good time for such a science. TI 
palaeontologist’s pictures of differe 
worlds, like the warm "greenhouse" wot 
of the Cretaceous, are suddenly all too re 
vant. The mechanisms that they find to c 
plain past climates might improve the mc 

els of today's climatologists. As mann 
voyages to Mars proceed from dreams 
plans, it will become obvi ous that to und 
stand ariother planet requi es more than : 
understanding of th Sel 
quires an understanding of all the earti 
back through time, back to when it was 
lifeless as Mars seems today. And some, wl 
are beginning to understand this plane 
story, already dream of trying to tell it agai 
on n red soil, far away. 













































nard and the downtrodden every 
still hold lessons for the world 200 


ISTORIANS have always been the su- 
A preme street-sweepers and organisers 
xf the past; revolutions are fascinating be- 
cause they are so untidy. The Marxist his- 
orical filofax dictated that the bourgeois 
‘evolution of 1789 in France led to repeated 
‘evolutionary outbursts in nineteenth-cen- 
ury Europe. Bourgeois gave way to proletar- 
an revolution in France in June 1848 and 
March 1871. The French experience gave 
xirth to.a world-wide socialist and commu- 
ust movement witnessed first in the Paris 
-ommune of 1871, then in the October 
evolution of 1917 in Russia, in China in 
949 and subsequently in a range of states 
rom Cuba to Ethiopia. This Marxist model 
f revolution was marketed by France's aca- 
lemic historical hierarchy until recent years. 
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Dliss was it in that dawn? 


years, as trad 
rn. Fraternity replaced un civil 
replaced Pope, on: replaced F 
where rejoiced. Is it a 

years later? 


roughout 1989, the French will be celebrating their revolution; indeed 
ey are celebrating now. In a few d 

'esentative state was bloodily bo 
rights were invented; Wordsworth 


ition has it, the modern 


rago- 
true? And does it 


It carried such conviction that a scrap of a 
Communard red flag was taken up to the 
moon by a Russian expedition. 

But the Marxist-socialist millenarian vi- 
sion of man on an escalator of progress-— 
from the triumph of an industrial bourgeoi- 
sie in France in 1789 towards a classless soci- 
ety—was dismembered by the experience of 
"socialism" in action from the Stalinist 
purges of the 1930s onwards. From the 
1950s historians in Britain and France, led 
by Alfred Cobban, revealed that even the 
Marxist model of 1789 itself was miscon- 
ceived. The revolution delayed, rather than 
accelerated, the rise of an industrial middle 
class in France. 1789 was just an attempt by 
a traditional office-holding and professional 
bourgeoisie to hold on to their position in 











society and advance their clainy 
consulted in a more modern ani 
tional political framework. 

The stature of 1789 has alsot 
reduced by stressing the "Atlantic" 
impetus to revolution. Chronolag 
cally and spiritually, the Ame: 
revolution stole the show, and in | 
rope's response the French e 
ence was only one element. 
then was left of 1789 as an ex: 
the world? Apparently little enc 
After all, Alexis de Tocqueville’ 
begun the undressing of Marianne in 
the 1850s when he noted that. 
much-vaunted administrative an 
other institutional restructuring € 
the years of revolution and of ! 
leon were part of a continuum b 
under the ancien régime. E 

In the early 1980s, wh en E 
French socialist government reali 
that decorum would dictate the c. 
bration of a bicentenary, se 
French academics travelled the wo 
to arouse interest in the event. The 
British were astounded to discover 
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that they were expected to celebrate 
the impact of 1789 on these islands, 
and the French recoiled in disbelief ar the 
claim by the British that they might d 





dare to. 
celebrate what happened in France. In a re 
cent survey of the importance of the revolu- 
tion, the president of the official 1789 com- 
mittee admitted that 1789 has meaning for 
other countries today only where a link i ; 
discerned with their own history. Thus Aus-. 
tralia, currently recalling its own birth asa 
nation, finds an echo in 1789 as the birth 
nation-state France. The big controversi 
ideological claims have gone. 

What remains? Politics and political cul- 
ture, which are once more respectable areas 
for study by historians of 1789. Foreigners 
may delight in recalling the embarrassingly 
prolonged moments of bloody conflict dur- 
ing the Terror and of the substitution of the 
military dictatorship of Napoleon for the 
will o'the wisp of political freedom in 1799; 
but the French are now remembering the 
positive achievements of 1789, and the rest 
of the world might do likewise. 

The 1790s were uniquely and uncom- 
fortably for the French a decade of political 
experiment and radical institutional change, 
France's many European neighbours thar - 
were absorbed into the Consulate and Eme 
pire witnessed, to varying degrees, a similar 
reshaping of administrative, judicial and 
other institutions, together with the intro- 
duction of the new French codes covering 
all aspects of law. Napoleon governed an. 


































one. The map of pre-revolutionary Europe 
could never be rewritten. Many of the new 
institutions and codes were retained after 
Napoleon's fall, even though the idea of 
1189 was anathema to conservatives in the 
first half of the nineteenth century. 

It used to be claimed that subsequent 


ments in these territories were directly in- 
spited by the French example, however il- 
logical that might appear. lt has been 
suggested that the experience of the revolu- 
tionary years in Italy and Germany threw up 
a new bourgeois ruling elite, an echo of the 
' Marxist analysis of 1789 in France. But em- 
pirical investigation into the Napoleonic 
Empire in recent years has shown that the 
‘revolution did no more to create a middle- 
class elite outside France than in and that 
the rationalisation of government began be- 
- "fore the French armies arrived. 

To appreciate the significance of 1789 
-for other peoples, yet another idol of the 
past must be challenged—Tocqueville. It 
“was politically convenient and expedient for 
“his theories to stress the continuity of an- 
-cien régime and revolution; but today, with 
-1789 stripped of the weight of its formerly 
assumed social and economic content, it is 
"the huge scope of both the political experi- 
-ment and the institutional innovation that 
4s most striking. The ancien régime may 
have fiddled with the notions of the philo- 
sophes on rational government, but the 
revolutionaries in France created the insti- 
tutional framework of a modern state, 
which France retains in essence today and 
which was to be a model for others. 

The political heritage of 1789 was 
ambiguous, to put the matter politely. But 
the setting-up of a constitutional monarchy 
in 1814 (although it had echoes of the Brit- 
ish system) launched a French brand of con- 
stitutionalism much copied in nineteenth- 
century Europe. The ideals of the revolution 
as expressed in the "Declaration of the 
. Rights of Man and the Citizen" may have 
"been swamped by political limitations; but a 
statement was made by the French, as by the 
Americans before them, which has a validity 
that should not be ignored today. 

The myth of a Marxist 1789 will be long 
a-dying among more nostalgic socialists, but 
the growing gap between rich and poor in all 
societies will perhaps create the groundswell 
for new forms of social upheaval in which 
the ideas of Babeuf and others in the 1790s 
may find a new audience. Peasants and arti- 
sans who fought in the 1790s were trying to 
hold on to ald forms of communal organisa- 
tion which offered them some protection 
from misery. Newly privatised modern states 
risk creating similar dispossessed elements. 
At present 1789 may be regarded in France 
and the world as a toothless model—but for 
how much longer? 














revolutionary liberal and national move- 
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Revolution as inspiration 


Writers' block 


NE of the curious facts of literary his- 
J tory is the almost complete absence of 
outstanding works of literature in France 
during the revolution and for the following 
two decades. Mention of 1789 is more likely 
to bring to mind works that immediately 
precede the revolution and which are com- 
monly thought to herald its arrival. There is 
a disquieting fin de siécle spirit in, for exam- 
ple,  Lacloss novel “Les Liaisons 
dangereuses” and Beaumarchais's play "Le 
Mariage de Figaro”. 

The turbulent period from 1789 to 1794 
conjures up deeds and images rather than 
words: the figure of the young André Ché- 
nier about to be guillotined (his revolution- 
ary poems were not known until 1819), the 






One journalist fewer 


marquis de Sade being released by the revo- 
lutionaries from prison (not the Bastille but 
the asylum at Charenton), and a host of 
émigrés like Chateaubriand and Madame de 
Stael, off to discover more exotic vistas in 
America and Germany. The most “memora- 
ble" products of the revolution are the pa- 
triotic songs, the often tiresome pamphlets 
and the hectoring speeches: the Marseillaise 
(its composer thereby escaping complete 
oblivion), Marat’s vitriolic journalism, Saint 
Just’s impassioned rhetoric. The same fran- 


- tic activity is to be seen in the theatre of the 


day —1,000 plays in ten years, hardly one of 
any merit. 

Paradoxically, it was not until the res- 
toration of the monarchy that the revolu- 
tion began to make a serious impact on 
French literature. This kind of delayed effect 
was foreseen by Diderot some 20 years be- 
fore the revolution; he looked forward to a 
time when poets might be born again, a time 
which would come only after a period of 
cataclysmic events. In the 1820s Stendhal 





that between 1792 an 


with the defence of their territory; and th: 
from 1800 to 1814 the censorship of the N; 
poleonic regime did not allow the revolutio 
to extend itself to literature. 


Stendhal himself is a perfect example: 


this delayed literary renewal. His novels a 
full of the sense that what has happened | 
his time is an extension, under the impeti 
of the French revolution, of democratic fee 


ing and a more realistic way of looking at tt 


world. The hero of “Le Rouge et le Noir 
Julien Sorel, combines a peasant realis 
with an inspired revolutionary romanticisr 
This upstart who falls in love with and s 


duces (but with a purity of feeling) womt 
far above his own station cannot be co 
fused with the philandering Don Juan of a 
cien régime literature. A reversal of s- 
circumstances has taken place. There 
new dreams of happiness on an alt 
egalitarian basis thi 





gether more 
ever before. | T" 
-  ' The issue of emancipation fro 
|. the past is one taken up by Engli: 
tution. "Bliss was it in that dawn tol 
- alive", as Wordsworth wrote of tl 
" . fall of the Bastille: After the Terr 
- and the revolutionary wars, many. 
|. the same generation of poets were d 
enchanted. Only Blake and Shell 
remained staunch supporters. F 
Shelley, the revolution was "the m: 
ter theme of the epoch in which \ 
live”. For Blake, it was a portent 
the Apocalypse. Á similar messianis 
glows in the poetry of his Germ: 
contemporaries, Hölderlin and Sch 
ler, with their images of fire and su 
dawn and spring. | 
For others, once the first way 
enthusiasm had passed, the revolutio: 
troduced egalitarianism into literature. H: 


























litt writes of Wordsworth’s “levelling Mus 
which "proceeds on a principle of equality 
The revolution unleashed common hum 
hopes. At the same time, the comm: 
man—and all that was ordinary-—becat 
infused with grandeur. This is what lies | 
hind such apparent simplicities as Wor: 
worth’s "Simon Lee"; where the poet assi 
an old man trying to sever a tree-root in t 
wastes of the moors. But the levelling a 
unleashing could go too far; for Carly 
writing later, the revolution represents t 
tyranny of "King Mob", the ultimate o 
burst of destructive fury. 

In France the revolution continued 
reverberate throughout the nineteenth c 
tury and beyond. Above all, the events 
1789 were felt to be unfinished busine 





- They had given rise to certain expectatic 
and these had not been fulfilled. 






had 18. 
1848 and 1870 complacency was: | 
ken by outbursts of discont ent 
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ings of the time, fantastic visions of a better 
world are continually being juxtaposed with 
bitter disillusionment. Musset’s ‘“Loren- 
zaccio" ends with the counter-productive 
murder of a tyrant; Vigny’s “Chatterton”, 
with capitalism sacrificing both poet and 
proletariat. Baudelaire, in spite of his kin- 
ship with the downtrodden, retreats into 
the same type of political defeatism. 

Romantic idealism is finally cut to pieces 
by Flaubert's “L’Education sentimentale", 
in which the revolutionaries of the 1840s are 
viewed with caustic scepticism, as they 
dream of glorious times and model them- 
selves on Saint Just, Danton, Marat or 
Robespierre. Yet the myth of violence, dis- 
order and even stupidity associated with the 
revolution is never so strong as to efface the 
legend of fraternity and equality. A strain of 
heroic endeavour pervades the work of 
more than one nineteenth-century writer. 

e revolutionary masses (the people") are 
brated in Michelet's history, and they 
are still there in Zola’s “Germinal”. 

It has been said that revolutions in 
France never repeat themselves: every one 
since 1789 has been made by different 
groups of dissidents. But literature does not 
see it that way. Each surge of protest finds an 
expression that harks back to the drama of 
the revolution. It is true that the students of 
1968 did not dance the carmagnole; but 
in the same decade Peter Brook’s 
"Marat/Sade" and Ariane Mnouchkine's 
"1789" played to packed houses in Paris, 
London and New York. “Is the French revo- 
lution still worth talking about?" wrote 
Pieter Geyl in a famous article in 1956. The 
answer lies with the authors who continue 
to draw inspiration from it. 





How artists saw it 


popular myths 


HE revolutionaries believed that art 

should have a dual purpose: to instil pa- 
riotic and republican feelings into French- 
nen, and to strike fear into their enemies. 
2n both counts, Jacques-Louis David was 
he outstanding painter of the revolution. 

A contemporary pamphleteer declared 
hat David's “Oath of the Horatii", exhib- 
ted at the salon of 1785, “had inflamed 
nore souls for liberty than the best books.” 
t was the painting's moral message that 
truck home: the swearing of an oath by the 
hree Horatii before their father to defend 
epublican Rome against its enemies. In the 
ackground the swooning womenfolk 
ymbolise the gentler family feelings that 
iave been sacrificed to public duty. It is easy 
o see why this work was understood after 
189 to indict an effete monarchy; harder to 
nderstand why such an exemplum virtutis, 
ore suited to the mores of the revolution- 
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David's exemplum virtutis 


aries than of the monarchy, should have 
been executed by one of the King's own 
painters and purchased for the royal 
collection. 

At least part of the answer lies in the 
monarchy's attempt, through its minister 
for the arts, the comte d'Angiviller, to swim 
with the incipient republican tide. The 
painting, which was one of many harbingers 
of the revolution, would soon become its tal- 
isman. It was re-exhibited frequently during 
the revolution, when it was protected by Da- 
vid's pupils in the uniform of the National 
Guard. The work was also to reach a still 
wider audience by being re-enacted as a tab- 
leau on the stage, that influential school of 
contemporary patriotism. David was com- 
missioned too by the National Convention 
to draw cartoons for use as propaganda 
against the Republic's enemies abroad; in 
his robustly scatological “Le Gouvernement 
anglois" England is shown as a devil with 
King George III's face for a back- 
side, through which he farts at his 
unfortunate subjects. 

Artistic propaganda, pushed 
by the French revolutionaries fur- 
ther than ever before, achieved ex- 
pression in what was virtually a 
new art form, the revolutionary 
festival. In place of the staid pro- 
cessions of Church and monarchy 
or the innocent gambolling of 
peasants round their May Trees, 
the festivals featured the people as 
active agents of a cause which was 
their own. They brought together 
all the main art forms—architec- 
ture, sculpture, painting, music, 
singing, dancing and dress. Royal- 
ists affected to scorn them, but 
that in itself was testimony to their 
effectiveness. Most contemporary 
observers were deeply impressed 
by rhe vast and orderly crowds, by 
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their commitment, and not least 
by the beauty of the dreamlike 
processions, conjured up by con- 
temporary imaginations from the 
antique, with the women draped 
in the flowing white robes de- 
signed—once again—by David. 

If David's art and the revolu- 
tionary festivals tended to show 
the revolution from above, the 
grass-roots version is to be seen in 
popular paintings and prints. It 
would be hard to find a clearer ex- 
ample of popular art than 
Cholat’s "Fall of the Bastille". In 
view of the faulty perspective and 
childlike draughtsmanship, it is 
not surprising to discover that 
Cholat was not an artist by profes- 
sion at all, but a wine-seller. He ex- 
plains in a pamphlet, where he 
shows himself no more expert 
with the pen than with the brush, 
that he had felt impelled to depict the events 
as they had really happened. That "reality" 
is, of course, distorted by the charged imagi- 
nation of a patriotic revolutionary; the Bas- 
tille is known to have surrendered with 
scarcely a struggle, still less one involving the 
siege of heroic dimensions depicted here. 
Yet it was precisely the myths created by 
Cholat and other popular artists that were 
to efface often humdrum realities and to en- 
dow the revolution with so much of its con- 
tinuing appeal to oppressed peoples every- 
where. 

Cholat's leap into painting seems to 
have been prompted by a deep fear that aca- 
demic artists, with closer ties to the privi- 
leged than the people, would deprive the lat- 
ter of their achievements before posterity. 
His fears are borne out by their works; but 
in the long run the revolution itself was to 
avenge Cholat and others like him. The 
Académie's overthrow, led with poetic jus- 
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A wine-seller's “Fall of the Bastille" 
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Death and rebirth: “The Third of May" 
tice by the ultra-academic David, was to 
sweep away formal training in art and open 
the way for the self-taught artist and new 
styles. In their differing ways, many nine- 
teenth-century artists—Géricault, Dela- 
croix, Daumier and Courbet—all gained 
from the move towards popular art. Parallel 
to it came an enormous upsurge of the deco- 
rative arts, notably dress, interior decora- 
tion and, most neglected of all, the infinity 
of charming woodcuts that adorn so many 
revolutionary decrees and pamphlets. These 
and the revolutionary prints are the real 
"people's art”. 


Goya's "Third of May” (1809) marks 


Eos 














both an end and a new beginning for the art 
of the French revolution. An end, because 
the automata-like soldiers of the French fir- 
ing squad show what had happened to the 
ideals of the revolution after France and 
much of Europe had fallen under the mili- 
tary dictatorship of Bonaparte. The new be- 
ginning is manifest in the farouche defiance 
of the insurgent with outstretched arms, as 
he kneels supported by his suffering compa- 
triots. The revolutionaries, having first 
sought their champions among the privi- 
leged heroes of antiquity, had finally en- 
trusted their cause to the oppressed peoples 
of their own time. 





How some have-nots fared 


Women’s travails 


N OCTOBER 3 1789 a group of 
women took up flails and marched to 
Versailles. Ostensibly their purpose was to 
secure cheaper bread and a better supply of 
it to the Paris market. But the movement 
took on a new dimension. It ended with the 
King, "the chief baker’’, and his family ac- 
companying the women and the National 
Guard back to the capital. The isolation of 
Louis XVI in the court of Versailles was 
ended; he was exposed to the demands of a 
critical city. No more significant journée was 
enacted in the annals of the revolution. 
Astonished Victorian historians could 
not believe that women could achieve so 
much. They tried to insist that the partici- 
pants were men “dressed up as women", but 
the working women of Paris knew exactly 
what they had achieved. The march on Ver- 
sailles converted them at a blow into revolu- 
tionaries in their own right and architects of 
a new order. 
These women were the wives of artisans 
whose incomes invariably lagged behind 
prices. They believed they had the right to 


120 defend the consumer interests of their fam- 


ilies. And as legatees of an old West Euro- 
pean tradition of direct female action in the 
market place, they also believed themselves 
endowed with the power to riot with impu- 
nity if they respected one rule: the sanctity 
of property. In the absence of their hus- 
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Fighters, but not citizens 
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bands, whose job it was to restrain them, ju 
tice would not pursue them. 

This heady glimpse of power was almo 
unique. Few of the great revolutionair 
journées, such as the fall of the Bastille or tF 
attacks on the Tuileries in 1792, involve 
many women. After October 1789 the mo 
conspicuous intrusion of women en mas: 
was in the great riots of Germinal an 
Prairial of the year III (April-June 179! 
when the women of the poor quartiers « 
Paris again demonstrated tumultuously b 
fore the Convention to secure bread at 
controlled price. This final act of the pe 
ple's revolution was a dismal failure. Aft: 
the fall of Robespierre, the politicians di 
not cede to the demands of Paris. Rathe 
they proceeded to strip the working pop! 
lace of its weaponry, including the great cai 
non of the Faubourg Saint Antoine. Tt 
housewives of the quartier were particular 
reluctant to give up the cannon, sensi 
was the last vestige of their power. 

The maítresse és Révolution was wi 
out doubt the Parisian sans culotte's wii 
Like him, she believed in popular sove 
eignty to guarantee the people's interest 
chiefly, controlled food prices, a war c 
hoarders and death to traitors at home ar 
abroad. Apparently indifferent to wheth: 
or not women might exercise the vote, hi 
job—as she saw it—was to make sure th. 
the policies of the Terror worked. While h: 
husband laboured to support the family ar 
her son fought for the Republic at the fron 
she sat before the guillotine knitting stoc 
ings for the war effort and watching the ex 
cution of traitors. She imagined she dwelt : 
the middle of a vast conspiracy orchestrate 
by Pitt and Cobourg, aristocrats and fana! 
cal priests, which threatened at any mome! 
to undermine her revolution. 

She had little contact, if any, with tl 
women's clubs which emerged in Paris ar 
some of the larger cities and which, with 
haps one exception, had an overtly b 
geois recruitment. The Société Fraternel 
des Patriotes de l'un et l'autre Sexe, for e 
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Vive le roi 
‘| PARIS 
| O controls the past greatly influ- 
V Y ences the present. The history of 
he French revolution has been fought 
over almost since it ended, a date itself 
uch in dispute. Now a new monarch of 
rench studies of the revolution has been 
found for the bicentennial year: Mr Fran- 
ois Furet. Mr Furet is a popular (though 
aot unanimous) choice among his peers 
and a favourite choice of the press. His 
claim to the throne rests on a series of vig- 
orously argued books whose very success 
subverts his much-quoted slogan “The 
evolution is over”. 
In two sumptuously produced and 
vell-timed volumes*, Mr Furet draws to- 
ther themes of his earlier books. Nei- 
er is strictly for scholars, yet nor are 
"they just what the French call haute 
vulgarisation. Mr Furet is seeking to es- 
tablish a new collective wisdom, which 
avoids, as he sees it, the left- or right-wing 
distortions of the past. 

Like many French intellectuals of his 
generation, Mr Furet began on the left 
and moved gradually to the centre. A 
banker's son, born in 1927, he joined the 
Communist party after the second world 
war, only to leave it in 1956. He opposed 
the Algerian war and helped found a 
short-lived radical socialist party once led 
by Mr Michel Rocard, France's present 
prime minister. In 1968 Mr Furet helped 
the Gaullist government draft a university 
reform. A star of France's well-connected 
post-Marxist intelligentsia, he has said of 
himself that he is a child of the left who is 


, 525 pages, FFr398 (FFr490 from January Ist). 
ctionnaire Critique de la Révolution Francaise. By 
Francois Furet and Mona Ozouf, 1,122 pages, Flam- 
marion, FFr395 (FFr450 from January Ist). 


e Révolution, 1770-1880. By Francois Furet, Hach- 
i 


«ple, under the direction of Olympe de 
Duges and Théroigne de Méricourt, de- 
anded citizenship for middle-class women. 

en war came in the spring of 1792, de 
éricourt, to the delight of caricaturists, ex- 
irted women to form legions of Amazons 
defend the revolution. By taking up arms, 
e argued, women demonstrated their right 
citizenship. 

This was something less than a new 
wn in the struggle for women's rights. 
ie women of the bourgeois clubs were, like 
ary Wollstonecraft, terrified of the masses. 
vey hoped for recognition from the Legis- 
ive Assembly and from the Girondist 
liticians in particular; association with the 
ter meant that they were loathed by the 
men of the Paris quartiers. On May 25 
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not always comfortable with his family. 
French scholars of the revolution have 
seldom been neutral: they have tended to 
be radical celebrants, conservative scolds, 
or liberals trying to be neither. Though 
the followers of the Jacobin tradition are 
making no serious effort to claim the 
crown, Mr Furet is especially severe with 
their view as reinterpreted in this century 
by historians of Marxist sympathy. The 





Trying to be a centrist 


essay "Histoire universitaire de la révolu- 
tion” in the "Dictionnaire Critique” is a 
settling of scores with a tradition to which 
he himself once belonged. 

Far from being a clash of economic in- 
terest between landowners and capitalists, 
Mr Furet's revolution is a drawn-out 
struggle, mainly among elites, to establish 
democracy in France. No brief insurrec- 
tion, it stretches over a century. The dates 
are key. "La Révolution", part of a series 
on the history of France, begins with at- 
tempts to modernise the ancien régime 


1793 de Méricourt narrowly avoided being 
lynched by a group of Parisian working 
women. Six months later de Gouges was 
guillotined amid popular derision. Once the 
Jacobins had consolidated their hold, all the 
women's clubs were closed down. The 
Comité de Salut Public did not want ex- 
tremely radical women calling for an accel- 
eration of the Terror. Jacobins believed such 
women should stay at home. 

In provincial France the scene was quite 
different. Women's attitudes to revolution 
varied considerably according to class, place 
and local circumstances. The revolution 
brought a downturn in luxury-textile pro- 
duction, in which thousands were em- 
ployed; the war brought food shortages; and 
the doctrinaire religious policies of 





‘longs to an old liberal tradition, updated 
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(hence 1770) and ends with the final de- 
feat of the monarchists in the 1870s that 
put the Third Republic solidly on its feet. 

The diversity of the revolution is an- 
other of Mr Furet's themes. He fights shy 
of grand schemes and single-factor ex- 
planations. It was, in his picture, a tangle 
of often conflicting struggles, involving 
radical aristocrats as well as conservative 
peasants. The “Dictionnaire Critique” is 
well suited to this approach. It contains 
some 110 essays by Mr Furet and a dozen 
collaborators on the events, leading ac- 
tors, institutions, ideas and interpreters of 
the revolution. It is good to read the essays 
on the historians of the revolution first, if 
only to remind oneself that historical facts 
do not speak for themselves. 

Without the macabre fascination of 
the guillotine, would the revolution get 
such attention? Many readers will turn to 
the essay by Mr Furet on the Terror. Like 
Michelet, Mr Furet seeks to distinguish a 
“good” revolution (1789) from a “bad” 
one (1793-94). Mr Furet is not the first to 
say the Terror was neither necessary nor 
justifiable, and it is not obvious that he 
has it in better focus than many of those 
he takes issue with. 

Making the French revolution an ordi- 
nary event that even a French historian 
can view with detachment sounds a wor- 
thy idea. Is it possible? In France the story 
of the revolution is also a foundation 
myth, which all sides, including Mr Furet, 
use as the source of their preferred na- 
tional tradition. Mr Furet stretches wide, 
trying to gather in all those who in 1989 
will celebrate the republican “core” of the 
revolution and the declaration of the 
rights of man. His interpretation, which 
puts class politics in the background, be- 


for the conventional wisdom of today. 
Even after two centuries of dilution, the 
raw colours of 1789 still tint life and poli- 
tics in France. 


successive revolutionary governments were 
locally enforced by over-zealous, over-ambi- 
tious patriots. In the provinces, it was the 
campaign to "de-Christianise" France that 
most enraged women. Priest-sheltering and 
clandestine masses were organised mostly by 
spinsters. In the aftermath of Thermidor, 
when freedom of worship was allowed as 
long as it used no “exterior signs", it was 
women who forced priests out of hiding to 
serve their churches. They threw out the 
revolutionary calendar, reinstated Sunday 
and religious festivals and hence recon- 
structed much of the framework of life as it 
had been. Napoleon in the Concordat had 
only to recognise a fait accompli. 

The French revolution is a goldmine for 
historians of women, but no golden age. In 
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Paris, some women were agents of change. 
In the provinces, more were guardians of 
tradition. Still denied citizenship and cer- 
tainly far from liberated, they nonetheless 
played as large a part as they could. 





The political legacy 
What price 
liberty? 


HE French naturally see their revolu- 

tion as the great founding act of modern 
political culture. In their view it provided 
the model for the process of revolution; it 
explored the principles central to modern 
political concepts; its institutional experi- 
ments left a framework for others to build 
on. As liberal and democratic thought and 
practice emerged in continental Europe— 
especially in the German, Italian and Span- 
ish lands occupied under Napoleon—it was 
the revolution that informed them. 

Of course, the English-speaking world 
does not see things in this light. Indeed, this 
is one of the main sources of the endless mis- 
understandings between Anglo-Saxons and 
the French. The English and the Americans 
had already had their revolutions. The cele- 
brated debate between Edmund Burke and 
Thomas Paine over revolutions and the 
rights of man was conducted almost entirely 
in terms of English practices and values. 
Burke did not understand the French (even 
those who opposed the revolution). Poor 
Tom Paine was completely at sea when he 
was elected to the French Convention as- 
sembly in 1792. 

What cut the revolutionaries off from 
any common ground with England was their 
repudiation of history. The debate about 
historic rights and the constitution in 
France foundered in early 1789 on the com- 
peting claims of the three Estates and in the 
quagmire of privilege. The revolutionaries 
escaped from the impasse by preaching a 
new beginning, upon new first principles. 
The completeness of their repudiation of 
the past henceforth distinguished them 
from the reformers. 

From the often contradictory messages 
of the eighteenth-century philosophers, the 
revolutionaries had picked out at least one 
principle. That was universalism—the idea 
that something is true only if it is universally 
so. This meant for them that there was only 
one set of principles upon which a society 
could be constructed and governed; and this 
sense of a single correct and permanent solu- 
tion was part of the reason that the revolu- 
tionaries did terrible things to each other 
and their fellow citizens. 

The “Declaration of the Rights of Man 
and the Citizen" in 1789 was the first theo- 
retical expression of this perceived universal 
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truth. The first article has echoes of Rous- 
seau: "Men are born and remain free and 
equal in rights". Here, of course, uniformity 
was the essence of universality. Indeed, it 
was the most striking characteristic of the 
revolutionaries’ practical work—uniformity 
of laws, institutions and, for a time, the po- 
litical behaviour of the population. 

Yet the declaration left much unsaid. 
What was the nature of "liberty" and 
"rights"? How could those notions be ex- 
pressed and defended? And how could they 
be reconciled with that other awkward con- 
cept, the sovereignty of the nation? In a na- 
tion of men uniformly free and exactly equal 
in rights, no one part could exercise sover- 
eignty for or over the other. Rousseau had 
solved the problem with the General Will: 
the emergence of a single purpose express- 
ing the indivisibility of a society of equal 
men. Yet even he recognised that, in a large 
society, it could not work. Hence one of the 
revolutionaries’ greatest legacies to nine- 
teenth-century European liberalism: the 
idea of representation. 

Representation resolved the issue by 
stating that, although sovereignty could be 
neither divided nor delegated, the power to 
represent it could be delegated. Political ac- 
tivity therefore became a function, not a 
right. The imprescriptable rights, in which 
all men were equal, were essentially civil 
rights—with each member of the sovereign 
nation equally represented, but not neces- 
sarily choosing or being a representative. 

In the early years this meant in practice 
a property-owners’ paradise, with a tax-de- 
fined electorate and an even more restricted 
qualification for deputy. It was war which 
brought this edifice crashing down: first in 
1792, with the destruction of the monarchy 
and then in 1793 with the Terror. Yet fail- 


ure was also inherent in the idea. The reason 


Still far to go 


ory 


monarchy had disappeared was because 

monarch’s possession of some ill-define 
portion of sovereignty was incompatibl 
with the singleness of the sovereign nation 

More than that, Jacobin radicals an 
popular militants alike pointed up the al 
surdity of replacing an aristocracy of birt 
with an aristocracy of wealth. Political righi 
were not separable from other rights. Bi 
sides, the social right to protection include 
protection from poverty, hunger, exploit: 
tion and ignorance. This was what republi 
as opposed to monarchy, meant. And hei 
lay the foundation of another powerful tr. 
dition for the next 200 years. 

Yet, unlike popular militants, Jacobir 
did not see political rights in terms of dire 
democracy. On the contrary, La Républiq 
une et indivisible was the true political for: 
of the indivisible sovereign nation. It was e 
pressed in the increasingly centralised go 
ernment of the committee of the Cor 
tion. Of course, this centralisation anc. ., 
coercive measures that went with it to co; 
stitute the Terror were made imperative | 
war. Yet there was more than that to Jac 
binism and the Terror. The Jacobins we 
the last of the revolutionaries to try to bui 
a new society from first principles. Face 
with the failure of the French to be regene 
ated by revolution, they tried to exclu 
from society the irredeemable and instil 
the others what Robespierre called “v 
tue’ —the civic virtue of men who devot 
themselves not to their own interests, but 
the public good. 

The revolution’s high ideal of a regent 
ated man in a regenerated society culn 
nated in the guillotine and the substitutic 
of the state for the sovereignty of the natio 
This tragedy also was not without import f 
the next 200 years. 
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T e Big One 








- IS a favourite publishers’ formula, 

usted but not infallible, to ask the fam- 
vhat they think of some issue and to re- 
eir answers. All well and good, as long 
pre questions are kept simple (“Who are 
ur heroes?" “Where would you most like 
i live"); but this year the questions have 
t: Very Big Indeed, and the answers dis- 
incerting. Archbishops and religious cor- 
spondents, it turns out, have no clearer 





ea of the beyond than the average taxi. 
iver, and artists—long assumed, at their 


st, to have some short-cut to the divine 
tention—seem to be embarrassed even to 
ink about it. | 
„Few of those who are asked about God 
d the after-life by Miss Mills and Mr 
aclaine, or who are asked why man is here 
the editors of Life, give confidently earth- 
und answers. H. : 





nswers. HJ. Eysenck, a controver- 
| professor of psychology, says sternly that 


re is no evidence for God and that justifi- 


ions for the co-existence of the Deity and 


lare illogical and don’t hold water; but he . 


nks that an eternity in the company of 
gis would be nice, and worth believing 
k n, a popular scientist who has 
"Into trouble for being ungodly when act- 
.Very near to God in television pro- 
mmes, puts forward two provoking argue 
nts: that all near-death experiences may 
the result of some “evolutionary wiring 
ect" in the brain, and that the soul may 
merely DNA which, passed on to children 
simple. heredity, will turn out to be all 
t immortality is. Then he knocks them 
hdown. ` 















Jay. Gould, a palaeontologist, 
nly tells Life that "we are here because 
.odd group of fishes had a peculiar fin 
tomy that could transform into legs," 
n says this news should liberate and 
te. mankind: mankind having, in 
e strange way, evolved the talent to be 
berated and exhilarated. 

ar. of God and of a misspent life ap- 
O have gone out of the window, to- 
ith any clear idea of God's age (one 
st hazards that it is 38) or any topo- 
lly precise idea of heaven (although 






; "Gop: LETTERS FROM THE FAMOUS ON Gop AND THE LiF 
fills and Marcus Maclaine. Pelham Books; 180 pages; £9.95. 
MEANING OF LIFE. Life magazine; December 1988; $2.95 






Jeffrey Archer hopes it may be on top of the 
pavilion at Lord's). Only orthodox Islamic 
theologians and ex-Lieut-Colonel Oliver 
North still think of life as a series of awful 
moral tests culminating in divine judgment, 
and Mr North may be hoping too much. 
God is now either a phenomenon so vast, 
magical and mystical that souls are absorbed 
back into it organically and without 
discrimination, or a cosy caring chap (short 
beards and sea-captains' caps are mentioned 
by more than one respondent) who is going 
to welcome his creations at the front door 
with transcending joy and no questions. _ 

Hell gets a mention from nobody, al- 
though those in show business, doubtless 
moved by the bitchiness of the trade, still 
like to speculate about it. Two actors— 

Derek Bond and Jeremy Irons—believe that 

the after-life may mean that all the bad they 

have done to others will be eternally visited 
upon themselves; and film director Michael 


Winner trusts that when he is at his wonder- 


E HEREAFTER. Edited by Hayley 





p and strength in a big, imper- 
sonal world. Being simply a member of some 
country is often not enough. Much to the 
chagrin of leaders of large countries, people 
tend to form stronger allegiances to sma 
groups—whether they are rebellious ethn 
tribes in the Eastern block or disenchan 
gangs in the West. 


strains of punks and skinheads, roam su 
merous affluent tribes from yuppies 





ful tea party in che sky, eating cream 
there will be "somewhere below. 






vived the Holocaust, and 
who survived death by me 






life as a “domain of nothingness” : ich 
given meaning only by what people try to 
for each other. A sense of larger purr 
the enterprise is a bit infra«dig, anc 
the confident answers are often th : 
bothersome: from the blusterings- af 
Paisley and Oral Roberts to the mather 
cal calculations of the Dalai Lama, who 
knows the precise colours of the diff t 
stages of death and the precise rate of deca 
of the 80 conceptual thoughts. 

lhe most d 7 















































from Garrison Keillor, the inventor of 
Wobegon and a worthy patron saint of ¢ 
cautious. Having said that man is here 
know and serve God, “a truth that... can 
make you dizzy if you try to focus on R 
hard”, he goes on: 


oo 
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But a little faith will see you through. What el 
will except faith in such a cynical, corrupt 


When the country goes temporarily to che di 
cats must learn to be circumspect, walk c 
fences, sleep in trees arid have faith thar all $ 
woofing is not the last word. ... Even in at 
of elephantine v y and greed, one never 
to look far tó see the campfires of gentle peo 
Lacking any.other purpose in life, it would be 
good enough to live for their sake. 
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Mankind's tribes 


What's yours? 


Trupes. By Peter Marsh and Desmond Mor- 
ris. Pyramid; 160 pages: £14.95 


EOPLE form tribes to gain a sense of 


































In England, in addition to various 














young fogies to Sloan Ranger: 

































upwardly mobile mothers) and dinkies (dou- 
 ble-income-no-kids, a sub-caste taken most 
seriously by American retailers); but 
whether these people really feel solidarity 
with each other, or whether they are merely 
victims of the same advertising campaigns, 
they cannot say. : 
Those tribes that have the strongest 
sense of membership often insist on painful 
rituals to gain entry. One group—the Papu- 
ans of New Guinea—initiate boys by mak- 
ing them eat a stew of nettles to induce 
throat swelling, pounding sharp pegs into 
their nostrils, cutting bits of skin from pre- 
scribed parts of the penis and then rubbing 
their genitalia with salt and more nettles. 
Young people gladly submit to these tor- 
tures for the status it brings them: much, say 
he authors, as a young yuppie happily en- 
dures the torture of parting from his money 
to attain the right car. 

Forms of behaviour that some would re- 
. gard as senseless cruelty may also play an im- 
- portant tribal function. The authors suggest 
| that Mexican bullfighting is a ritual which 
helps reinforce important aspects of tribal 
- culture. The matador represents the hunter 
"who must show bravery in the face of dan- 
ger. But he may also represent a young man, 
the bull his father, and the cheering specta- 
tors the mother from whom the young man 
seeks approval. In Bali, cock-fighting is actu- 
ally a symbolic contest between the cocks’ 
owners. When the Balinese place bets on a 
cock, they must always choose the one be- 
longing to their closest relative rather than 
the one they think will win. 

Football is another sport rich in tribal 
significance. More than just a way of chan- 





nelling aggression, Messrs Marsh and Mor- 
“tis see football as suggestive of the hunt. 
Men must co-ordinate their strength, skill 
and cunning to achieve a common goal as 
they would in hunting an animal. The other 
team provides a common enemy to cement 
tribal spirit all the more. ! 

Mankind, it seems, is not trapped in 
tribal patterns by its genes. The authors 
attribute such behaviour to a combination 
of nature and nurture, and say it does not 
much matter which is the dominant cause. 
Cultural inheritance—in other words, what 
is taught to children—can be - powerful 


generations. = ~ 


Marsh and Morris also find yummies (young - wol is 
The authors conclude that the worst 


to keep behaviour going through 


evils in the world—in particular, the threat 
of nuclear obliteration—may be attributed 
to a loss of tribal feeling in man. Evil on so 
vast a scale becomes conscionable only 
when humans stop thinking of rivals less as 
other tribes of human beings than as ani- 
mals to be exterminated. But the reverse 
could be argued: that evil creeps up when 
people become so tribal that they start feel- 
ing stronger ties to a particular tribe than 
they do to the rest of the human race. 





Writing about music 


Mere words 


Tur Music Lover's LITERARY COMPAN- 
iON. Compiled by Dannie and Joan Abse. 
Robson Books; 330 pages; £14.95 


USIC has often been called the purest 
form of expression, the art towards 
which the other arts aspire. Musicians them- 
selves are often moved to try to describe it in 
words: in turn, writers attempt to do justice 
to music. Diverting examples of both ap- 
proaches make up this book compiled by 
the Abses, who are a highly regarded poet 
and an art historian respectively. 

When musicians write, they often give 
witty accounts of the trials of their craft. 
Richard Wagner's tale of his ardent pilgrim- 
age to Vienna to meet Beethoven comes 
close to farce when he is lumbered at every 
stage with a crass English amateur. The lat- 
ter is an oblivious lion hunter to whom Bee- 
thoven is “a great man and no mistake, and 
I shall lose no time in making his acquaint- 
ance.” Hector Berlioz’s account of rehears- 
ing an unfamiliar orchestra in a new piece 
would strike a chord with any contemporary 
composer—the general incomprehension, 
the bored, vaguely mutinous spirit which 
tempts two musicians to play “Pai du bon 
tabac" instead of their parts. But when at 
last all the elements fall into place, “he has 
his reward, the heaven of art is open to him, 
what does earth matter!" 

That kind of transport gives music its al- 
lure. Indeed, listeners often wish they were 
performers. Ín Paul Zimmer's poem “The 
Duke Ellington Dream", the writer imagi- 
nes himself into the most delicious of jazz 
fantasies; "Duke slammed out the downbeat 
for Caravan/And Zimmer stood up to take 
his solo." | | 

Perhaps the most glamorously emo- 
tional of all forms of music is opera, to 
which the Abses allot a section of its own. 
But the writers they choose represent the 


jaundiced side of the operatic spectrum, be- 
ginning with an eighteenth-century attack 


on Italians who “in unknown tongues mys- 





Of birds and m 





- terious dullness chant”. In a fine Calvinis 
rage, Carlyle fulminates against the ghastl 


road that men have travelled "from a Psalr 
of Asaph to a seat at the London Opera i 
the Haymarket". Music, he thunders, : 
“avowedly mad, divorced from sense an 
the reality of things; and runs about now : 
an open Bedlamite ...’’ Wagner gets sim 
lar rough treatment from Tolstoy, who is aj 
palled that, at Bayreuth, supposedly cu 
tured people "for four days running went t 
see and hear this ridiculous rubbish, sittir 
it out for six hours each day”. Almost tl 
only benign view of opera comes from Be 
nard Levin's account of a night at the We 
ford festival, where a steeply angled stay 


‘and a highly polished floor threatened | 


turn the opera into an ice show. 
The Abses clearly prefer the human : 
the spectacular, and the opera section is fc 
lowed by one dedicated to Music © 
Doors, celebrating the natural, spont 
power of the art. In Wolfgang So 
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Sorchi 
short story “Lots and Lots of Snow", set 
the second world war, a German soldier « 
the Russian front hallucinates Christm 
carols. A poem by lain Crichton Smith : 
calls "Two Girls Singing" on a bus, casua 
epitomising "human sweetness” and "t 
unpredicted voices of our kind”. 

The non-fiction the Abses choose 
generally more “attention-commandiny 
to use their term, than the fiction, thou 
one exception is Eudora Welty’s remarkal 
short story, “Powerhouse”, inspired 
hearing Fats Waller. But the rich variety 
forms and attitudes in the anthology, a 
the general quality of the selections, will 
courage much pleasurable browsing. 





Natural history 





BIOGRAPHIES FOR BIRDWATCHERS. By I 
bara and Richard Mearns. Academic Pr 
490 pages; £17.50 and $35 


T^O DISCOVER a new species is still 

ery naturalist’s dream. But it is nc 
days considered non-U for the lucky few: 
do to name the creatures after themselve 
was not customary in 1758 either, when 
naeus set out to make zoological names 
tematic and in the process gave a dot 
barrelled Latin name to just about es 
thing then known that moved. 

After that, however, in the late « 
teenth and early nineteenth centuries, i 
came fashionable to sprinkle the name 
not only the discoverers, but also t 
wives, daughtérs, patrons and mer 
across the biological landscape. Linn 
had done such a thorough job that onl 
crumbs remained in the field of Euro 

ornithology: the birds that.were rare 
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| . White's thrush, named after 
Gilbert White of Selborne, which should 
have been in Siberia or South-East Asia), or 
that looked so like some other bird that the 
distinction had been missed (such as Monta- 
gu's harrier, named after a cashiered army 
officer who had eloped to Devon with an- 
other man's wife). 
Barbara and Richard Mearns have sifted 
through these meagre ornithological 
crumbs and struck biographical and geo- 
graphical gold. Much the most entertaining 
of these mini-biographies are those of the in. 
trepid explorer-naturalists. The story of the 
North-west passage is told here in the lives 
of Ross (Ross's gull), Adams (the white- 
oilled diver, Gavia adamsii), Barrow (Bar- 
'ow's goldeneye) and Sabine (Sabine's gull). 
up of Siberia by a string of in- 
ermans in the service of the 
told here in the lives of Pallas, Steller 
md Radde. Steller’s dedication to natural 
tistory almost defies belief. Stranded on an 
Arctic island for the winter on his return 
rom Alaska with the castaways of Bering's 
hip, the St Peter, he writes a classic account 
f the habits of Steller's sea lions, Steller's 
*a cows (huge, herbivorous and now ex- 
nct) and Steller's eider ducks. He squats in 
‘shelter dug from the sand, while Arctic 
xes steal his ink, sailors gamble over otter 
irs and Bering dies of scurvy. Or imagine 
it young Alexander Wilson—Scottish 
eaver, poet, painter, political rebel, pris- 
rer, emigrant and pedestrian extraordi- 
iry— struggling frantically to finish his de- 
ction and description of an ivory-billed 
»odpecker before it destroys the mahog- 
y table in his room near Wilmington, 
orth Carolina. | 

African explorers, American adven- 
rers, diplomats in China and the founder 
India's Congress party (Allan Hume) all 
heir names on birds that occur within 
* western Palearctic, the area covered by 
* book. So did such figures as Princess 
sonora of Sardinia, who codified the is- 
id's laws in the fourteenth century and 
w has named after her a black Mediterra- 
an falcon that preys on migrating swal- 
vs. King Canute is here too because Lin- 
zus, making an exception, named the 
ot, a bird that chases breakers on the 
ich, after the king (Calidris canutus). 

any of the people commemorated 

e were the first to describe, rather than 
zover, the species in question. They pi- 
ad the glory. A story is told of John 
uld, a painter and ornithologist who re- 
_on and exploited poorly paid collectors 
he field. One of his collectors, who was 
18, wrote to Gould pleading with him to 
Ye his latest and loveliest discovery after 
collector, who had never been so hon- 
E The bird is now called Mrs Gould’s 

ird. 
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Intergalactic 
shoot-outs 

THE BFI COMPANION TO THE WESTERN, Ed- 
ited by Edward Buscombe. Andre Deutsch/ 


BFI Publishing; 432 pages; £19.95, To be 
published in America by Atheneum 








SINCE the “Great Train. Robbery”? in 
1903, more than 7,000 westerns have 
been produced in America and several hun- 
dred in Europe. The legends and lingo of the 
wild west still turn up in everyday conversa- 
tion, whenever plans do not pan out and 
suspects are rounded up, or wherever there 
are too many chiefs and not enough Indians. 
Today, however, the western is almost ex- 
tinct. The new film "Young Guns" is the 
only big western to have come out of Holly- 
wood for three years. Contrast this with 
1926, when westerns reached a record 199 
in one year, and 1956, when 31% of all films 
made in Hollywood were westerns. 

This well researched reference book 
charts the creation of the legend, the men 
and women who contributed to it in real life 
and on the screen and the reasons for the 
western's decline. Hollywood likes to cite 
the commercial fiasco of "Heaven's Gate" 
(1980) as the last nail in the western’s coffin, 
but the patient had been dying for vears. 
Westerns thrived as long as there were peo- 
ple who could still remember what the old 
west was like or whose parents could tell 
them. When they died, the clean lines of 
western mythology became smudged and 
the genre began to take on other, self-con- 
sciously arty  forms— political parables 
(“High Noon"), psychiatric  case-studies 
("The Fiend Who Walked the West") and 
parodies ("Silverado"). loday's westerns 
frequently take place in outer Space. "Out- 
land" was a quite deliberate attempt to re- 
stage "High Noon” in another galaxy; and 





















what is "Battle Beyond the Stars" bu 
Magnificent Seven" with ray guns? | 

As well as a scholarly essay ont 
tory of the genre, this invaluable ene 
dia offers capsule comments on the 
of the west (everything from Cole 4 
Winchester 73s, from ghost towns- 
ronimo), biographies of all the leadis 
tors and film-makers who specialised in- 
field, brief accounts of the 300 most £a 2 
western movies, information about all 
leading television séries (from “R 






















Xawhide" to 
“Wagon Train") and statistics showing the 
annual production af Westerns, broken 
down by year and by studio 

Readers may here di 
the first western feature fi 
Man", made in 1914), the: 
Billy Anderson) and the first epi 
film "The Covered Wagi 
$782,000 even in tho 
tended coverage of “B 
features with standardisec 
situations that sometimes c 
$5,000 but for 40 years accou 
25% of all westerns made, Some c 
these the true westerns, rather than the 
studio productions which, by conscious | 
striving to be different, ended up as norne 

westerns in western garb. 7 

And should the reader find himself - 
alone on the range, with only the coyotes for. 
company, here is how to brew a can of real 
prairie gut-rot: "Take a pound of coffee: add 

water; boil for half an hour; throw in à 

horseshoe; if it sinks add more coffee." 
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Lives of the famous 
Ain't misbehavin 


SACRED MONSTERS. By Daniel Farson. 
Bloomsbury; 205 pages; £15.95 


ACRED monsters are 

people—frequently writers—who, in 
the process of enriching the lives of ordinary 
mortals, often bánkrupt their own. Their 
powers are matched by their perversity. To 
track down and observe this rare breed the 
writer needs to be either socially well-con- 
nected, professionally involved with the 
breed, or something of a sacred monster 
himself. | 

Daniel Farson is not one. But he quali- 
fies amply on the two other counts. From 
early life his social credentials have been of 
the highest (his father—included in the par- 
theon of sacred monsters-—was Negley 
Farson, foreign correspondent of the Chi- 
cago Times), atid he has been involved with 
his monsters closely, as a photographer. As 
a boy, Mr Farson was ev 
to Canada where, 
mother, he met the 
the novelist Somerse 





















larger-than-life | 





























































"Haxton, decidedly more monstrous than 
 Maugham and far from sacred. 

. People tended to describe Maugham as 
. shy. But Mr Farson disagrees, claiming that 
“Maugham “genuinely disliked his fellow- 
~men’’. However, at least on that occasion, 
. Maugham was kind to young Farson, and 
- encouraging about his poems. | 

The apex of the breed, for Mr Farson, 
was the poet Robert Graves. On one occa- 
sion Mr Farson went to Majorca, with the 
writer Robert Kee, to do a feature on Graves 
at home. Although his camera "relished 
him on sight", Mr Farson instinctively mis- 
-trusted him. When they drove to Palma for a 
lavish lunch and an afternoon bullfight, 
Graves insisted on ordering the food. Mr 
Farson resented this, not least because Pic- 
ture Post was paying. At some point, he 
made his resentment known. Graves later 
punished him, pointedly, by choosing for 
him again: this time a present for his par- 
ents, a set of locally made plates of indiffer- 
ent quality. 

. Some "monsters", such as Kenneth 
ynan—acute and glittering in most senses 
f the word—are an obvious choice for this 
book. Bonar Thomson is not. Yet his story 
is the most moving. A hugely entertaining 
speaker with a biting wit, Thomson was the 
main attraction. of Speaker's Corner in 
Hyde Park during the war and after. He had 
been born in Ulster, the illegitimate son of a 
farm labourer, and remained in abject pov- 
erty all his life. Socialist Leader described 
him as "the most brilliant intellectual vaga- 
bond of the century”. His appearance and 
manner are well captured in some of the 
book's best photographs. Mr Farson recalls 
him saying “I have never failed to keep my 
audiences. Unfortunately they failed to keep 
me." The epitaph he wanted was "The Col- 
lection Was Not Enough”. | 





Drink and be merry 
Ale, fellow, well 
met | 


NEw WoRLD GUIDE TO BEER. By Michael 
Jackson. Bloomsbury; 256 pages; £15.95 


qo age began in 1842. That was 
when a brewery in Pilsen, Czechoslo- 
vakia, first produced the gleaming, clear, 
golden brew from which almost all the lager 
beers outside the German-speaking world 
claim descent with varying degrees of legiti- 
macy. The same brewery still brews today— 
and its Pilsener Urquell sets a standard by 
which all the imitators around the world 
should be measured. 

... The world-wide thirst for gold, however, 





Inthe scales _ 


REAT men too often seem to live 
cartoon lives. Ernest Hemingway is 
known as a man who wrote brilliantly, 
drank, married often and unhappily and, 
after electroshock therapy, blew his 
brains out. However true the caricature, 
it leaves little room for the events that 
filled most of the real man’s days, such as 
feeding the cats. ERNEST HEMINGWAY 
REDISCOVERED® fills in those details. 
Especially in Cuba, where he lived 
from 1939 to 1960, Hemingway tried to 
adopt the rugged life he romanticised in 
his novels. This book’s compendium of 
photographs by and gossip from his fa- 
miliars shows that he fell somewhat 
short. His house was built around a nine- 
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Sea". Like Santiago, F 





lemingway was- 
prone to sunburn. Unlike him, he sel- 
dom left port without a fully stocked bar. 
True to his image, Hemingway was 
both an excellent shot and an excellent 
fisherman. Mr Herrera’s photographs 
record his trophy marlin and the bags of 
pigeon after days of shooting at the 
Cerro Gun Club. Sport called, naturally, 
for drink: Bloody Marys on the Pilar and 
Tom Collinses while writing. One of his 
first letters to Mary Welsh, his fourth 
and last wife, discusses at some length 
what they will drink in the mornings on a 
visit to Bermuda. But neither by fishing 
nor by drinking could Hemingway forget 
the chief worry of his life. Scrawled 
above his bathroom scales in the Cuban 
house are columns of figures. These al- 
ways seem to hover closer to 230lb than 
the 192lb which Hemingway considere - 
the ideal weight for his height. 












*By Norberto Fuentes; photos by Robert Herra 
Sotolongo. Plexus; 192 pages; £24.95. 





has been the death of many other beers. 
That is why Michael Jackson’s book, appear- 
ing in a new edition that takes account of 
the decade’s brewing renaissance, is so re- 
freshing. His love for beer is in large part a 
love of its diversity, celebrated in the illus- 
trations—a rainbow of beers from palest 
straw, through pink and russet, to amber, 
chestnut, chocolate and finally inky black. 
Mr Jackson is easy to follow through the 
details of brewing, explaining the impor- 
tance of choosing the right grain and hops, 
the shape of the vats and the wood they are 
made of, the strain or strains of yeast. The 
arcana of the brewmaster are intriguing; but 
the result is what counts, and Mr Jackson is 
also good at imparting the joys of that. Beer 
writing does not have the long tradition that 
wine writing has, nor as large a constituency 
willing to take it seriously and be impressed 
by its erudition. So, by and large, Mr Jack- 
son eschews the fanciful pathetic fallacies of 
his vinous counterparts in favour of a well 
developed palate and great enthusiasm for 
the task of informing the reader. He is 
straightforward on the texture and body, 
the hopping and the maltiness, the bitter- 
ness, the colour. He is acute in identifying 
the overtones: the clove, vanilla and plum of 
Bavarian Weizenbeer, the orange and cumin 
of Belgian Oud Hoegaards, the apple of 
Ringwood Old Thumper. . | 
-© Mr Jackson's cheeky comparisons with 
more respected drinks—wine, brandy, whis- 
k(e)y—provide an informative way of talk- 
ing about tastes. So do his pointers on the 
food which a beer best complements. 
Drinkers offended by a hint of iron should stay 
away from [Greene King Strong Suffolk] ale, as 
from Lafite and Cheval-Blanc. Neither of those, 








on the other hand, would stand up to pick 
herrings. BM 


Of course, beer's best accompaniment is t 
food—not even the elderberry fritters 
Munich or the poached hop-shoots of Br 
sels—but conversation. No people are mi 
insightful, more erudite, more noble th 
close friends at the end of a fine, beery e 
ning. Mr Jackson would enhance any s 
gathering, whether talking about the con 
butions to the world of the two Max E 
brücks (the nephew won the Nobel prize 
his work on viruses, the uncle isolated : 
lactobacillus which gives the yoghurty e 
to Berliner Weisse), the tectonics of the Ir 
an ocean (dominated by the Carlsk 
ridge), or the life of Boston's brewer.ar 
olutionary (in that order) Samuel Ada 
This book makes one wish for the auth 
company-almost as much as for Westm 
Tripel. There can be no higher praise. - 
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rade and Development Report 

Provides. objective comments on inflationary 
rading performance and international 

‘questions. - 


D.7.. (92-1-112233-3) $35.00 





national Corporations in World 


Development: Trends and Prospects 
his quadrennial survey describes and analyses 
activities of transnational corporations and 
sses. their. impact on the world economy for $.. 
ge ‘years, 
76.11.A.7— (92-1-104291-7) $56.00 
eee UR MEUM. 
Visa and Mastercard Accepted. 
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These publications are just a small representation | 
of the global information available through United |: | 
Nations Publications. For more information and a 
tree catalogue write to: 


United Nations Publications 
. . BDept200 
Room DC2-868 
New York, N.Y. 10017 














Interest Rates? 
Why do Forbes, The Wall Street journal Business Tet 
Week, Money. and Barron’s quote financial I 
forecasts from Young's World Money Forecast? 
The answer ís Richard C. Young's "unique 
analytical approach’ toforecasri ng and his “uncanny 
accuracy.” 

Now in its eleventh year, Young's World Money | 

Forecast is one of the most widely read business | 

ind investment forecasting services. 

| three-issue introduction is yours for next to no- 
hing. You will receive Young's latest forecasts for 
Merest rates, gold, currencies, the stock market 
ad the U.S. economy. Just send this ad along with 
L and your name and address to: 

E - Young Research & Publish ing, Inc. 
Federal Bldg.. Thames St, Newport, R.L 02840 
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WC RID MONEY FORECAST 


Introduction for New Subscribers Only 












| databases on PC computer diskettes. The following are no W availabl 


|. Products covered are: Crude oil, natural gas liquids, refinery feedstocks, and 


.. £500; DM1,650. E i 


.. US$450; £250; DM850. 


in Technical Information: Data is Supplied on 54 inch, double-sided, double- 


* 


on electricity production and capacities by fuel. Includes all OECD countries 


OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. Te 


OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, France. 






NOW ON PC DISKETTE 


The International. Energy Agency, an autonomous agency within the 
framework of the OECD, is. now offering the first three Seres of 






















Monthly Oil and Gas Statistics th, ind 
Provides supply data going back two years for the 21 OECD 
includes crude oil, natural gas liquids, refinery feedstocks, and i 
petroleum products as well as. natural gas. Information is provided in the x 
of supply balances of indigenous production, imports and exports, stock 
changes, refinery’ intake and output, international marine bunkers and 
deliveries to inland consumption. 

Two diskettes each month: one year's subscription: FF6,000: US$1 300; 
















Monthly Oil and Gas Trade Data 


Information for the current year on OECD countries’ imports, measured in 
thousands of metric tonnes, from 45 origins and exports to 15 destinations. 












nine main petroleum products as well as natural gas. 
Four diskettes each month: one years subscription: FF4,000; US$850. 








Coal Information 1989 
Provides data on coal supply and trade, subdivided into 
coal and coal products, coal consumption and prices, a 






Steam coal, coking 
eli as information 













and major non-OECD coal producers and consumers. 
Four diskettes in: May of each year; one year's subscription: FF2.000 : 


















puters. 






density diskettes suitable for IBM or IBM-compatible micr ICO! 
Diskettes include a simple program for transferring the data 
WKS or PRN formats. The data an then be used witi 


















spreadsheet programs. Detailed documentation accompanies each data 
package. e 










SEND YOUR ORDER TO: 





HE x. United States: 
OECD Publications and Information Centre, 2001 L St NW, Suite 700, Washington, 
DC 20036-4095. Telephone 202 785 6323, 
5 United Kingdom: 
Centre, 51 Nine Elms Lane, London SW8 SDR. 







HMSO Books, PC 16, Publications 





Germany, Austria, Switzerland: 






iephone 
0228 216045. 






Se Japan: 
OECD Publications and information Centre, Landic Akasaka Bidg, 2-3-4 Akasaka. 
Minato-ku, Tokyo 107. Telephone 03 586 2016. 


All other countries: 
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Executive Programs 


Es 












1989 Executive Education Programs 

“THE EXECUTIVE PROGRAM '89" : 29 Aunoa 
^ , | Advanced Management Program 
June 4 - July 14, 1989 i nna 
Charlottesville, Virginia, USA di > in Regulated Industries 
A demanding six-week educational journey shared June 4-16, 1989, Berkeley 
by senior executives from around the world. 1 | | 
; 13th Annual 


Participants come together to explore the challenges | 
and opportunities that face business leaders anagement Development Program 


today and into the twenty-first century. — — | “July 23-28, 1989, Berkeley 








4th Session © 


“PACIFIC BASIN MANAGERS’ PROGRAM" = M ones 
Competitive Marketing Strategies 


June 4 - 16, 1989 
Batam Island, Indonesia 


An international general management course for 
the operating level manager. The program covers 

the individual functional areas of Marketing, 
Operations, Financial Control, and the latest l 
techniques for integration of these functions. 











July 30-August 4, 1989, Napa Valley, California 


Sth Annual 













and Strategy 


“MANAGING CRITICAL RESOURCES" | July 30-August 4, 1989, Napa Valley, California 


une 12 - 23, 1989 E Rc 

m e — titive Marketing Strategies 
problem-solving general management program : dn Eon EL 
for managers whose positions require an under- : for Services. Ld tue ed: 
‘standing of other areas within the company, July 30-August 4, 1989, Napa Valley, California 


and who must plan and coordinate their 
function with these areas. 

















To receive individual brochures for these programs, 
return this form to: 


| EXECUTIVE PROGRAMS (Dept. B - 2) ES i 


The Darden School University of Virginia 
P.O. Box 6550 Charlottesville, VA 22906-6550 USA 


or call: Tel: (804) 924-3000 lI | MP AA bp E 
Telex: 822422 UVADARDEN FAX: (804) 924-4859 October 15-20, 1989, Sturbridge, Massachusetts 








g Market-Focused Organizations 


Cl “THE EXECUTIVE PROGRAM ‘8% 
November 5-10, 1989, Monterey, California 


(2 "PACIFIC BASIN MANAGERS' PROGRAM" 


C] "MANAGING CRITICAL RESOURCES" 
contact: W 





M For further in formation and a detailed brochure 


a EPQ rU Ue uqaeee | EM Betty R. Robinson, Assistant Director, _ 
rm RE i "Executive Education Programs, Dept. 194, Berkeley Busines: 
a a School, University of California, Berkeley, CA 94720, U.S.A. 


ares” saa MEL MEM 4» Telephone: (415) 642-4735, ext. 1 
—— Fax:(415) 642-2826 
Telex: 910 366 7114 UC BERK BERK d 
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The Management Program 
or Executives (MPE) 
An exciting, intensive experience designed to develop 
-EADERS FOR THE 21ST CENTURY who (1) think strategi- 
cally (2) advocate needed organizational change (3) sup- 
. Port teamwork and employee growth and (4) are confident. cr 
. Operating in a global marketplace. —— | ""CEEX ow ted twice yearly, provide 
SNC PEU | | d eS | This unique program, present Xi twice yearly, provides 

ade Din other top-performing managers in major world- . Participants with an in-depth understanding of the role of the 
ide organizations, from Australia to Zimbabwe, When We | Us markets in the global marketplace. it is targeted to key 
elebrate MPE's fortieth year of excellence in executive non-U.S. professionals in their nation's securities and financial 
ducation. | ] | markets, stock exchanges, governmental regulatory bodies, 

— | — " | capital market authorities, finance ministries, multinational 
989 Sessions: April 9-May 12 _ corporations, investment and commercial banks, and for those 
besos -Sept.17-0ct. 20 | | ] in international and financial organizations. During the past 11 


. ayia —  — years, the program has drawn representatives from 45 nations. 

o make a reservation or obtain more information, <5. + Learn the structure and operation of the U.S. financial system 
please contact: | |. firsthand from lop Wall Street experts and economists. 

n di EA. ies _ 890 |. * Acquire the skills to use fundamental, technical and yield curve 

Richard M. Headley Telephone: (412) 648-1610 or 1603 . analysis successfully. 

~ Director - MPE Telex: (Int'l) 199126 | . * Compare your nation's marketplace with those of other semi- 

University of Pittsburgh Fax: (412) 648-1693. 3 nar participants. | 

301 Mervis Hall : | 2 .. 9 Visit the New York and American Stock Exchanges, the 

Pittsburgh, PA 15260 IMG Federal Reserve Bank of New York, investment banking firms 

gps ; | and other major financial institutions. - | 
fg » Develop contacts with New York professionals, NYIE instruc- 

lors and fellow international students, _ | 

€ Take home your own professional library of major financial 

texts and references published by NYI.. 






























































































-The New York Institute of Finance is the premier educational, 
training and publishing institution for the financial industry and 
. Serious investors. Founded in 1922 asthe training arm of the 

~ New York Stock Exchange, NYIF i$ now a Simon & Schuster 
Gulf + Western Company. Subjects range from introductory to 


U 5 C Í B E À [ M P N O G N £ \ N | __ highly advanced, tailored to the on-going needs of the financia! 


Vianavement Development tor the Pacitic € entury 4 ^,, community. 





Second Annual 
Asia/Pacific Business Outlook 1989 
February 27 - March 1 | 
110 workshops and seminars by U.S. Foreign Commercial Officers. - 
from each American Embassy in Asia, USC faculty, and American ~ nce 
. executives, Co-sponsored by the U.S, Department of Commerce. . ==: . Telephone: 212/344.2t x 
Fifth Annual - | D | Ec Telex: NYK238790 FAX: 212/514-8423 
Pacific Rim Dip rud Programs Di "This program is also offered during October of each year. 
une 198 TEN E i E 
Four 3 or 4 day programs on doing business with Japan, China, "m | 
Korea and Taiwan. These programs have served nearly 300 senior Please send me additional information on: 
anagers from 150 major firms since 1985. » | ; au hae Nin B tea). 
id c ESAMI CI U.S. Money & Capital Markets Seminar 
Twelfth Annual | C Professional Books 
IBEAR MBA Program TRENTON u 
2 August 1989 - July 1990 | independent Study program — | 
“International executive MBA program emphasizing Pacific Rim [.] Custom Programs (any subject/any site) 
business studies. Participants average 10 years of work experience Name 
and represent 12 or more countries each year, 


For further information. please contact: 


New York Institute of Finance 

Attn: Dawn Bushey 

70 Pine Street : 

New York, New York 10270-0003, U.S.A, 


2900 
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Aevi tese Iso Miri. 


International Business Education and Research Program ; 
Graduate School of Business Administration . Firm 
.. University of Southern California 
. Los Angeles, California 90089-1421 
^. Phone: 213/743-2272 
Fax: 213/749-5887 
Telex: 4720490 USC LSA. 
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kshop on Public Er 
in Developing Countries 
2G Cambridge, Mass: June 19-July 28 


e Workshop on Budgeting in the Public Sector | 
Cambridge, Mass: June 26-August 8 


. Program on Investment Áppraisal and Management 
| Cambridge, Mass: June 26-August 18 


. 9-21 July 1989 on the UCLA campus 
The UCLA Graduate School of Management presents à two- 
week residential program for experienced senior executives 
from around the globe who have responsibility for initiating 
and implementing strategy for a major business unit. The 
program faculty possess international reputations, and a wealth 
of consulting and executive teaching experience in internation- 
al business. ; 
The content will consist of three interrelated components: 


| @ Strategy: Assessing the global competitive ch 
Jenge and achieving sustainable competitive advantage. 


e Environment: Assessing the global bosnes 


environment and its implications for strategy. 


Or anisation: How to create a flexible organisa- 


tion consistent with strategic intent and environmental reality. 































































* Course on Ban ig and Monetary Policy in 
Developing Countries — | : 
Singapore: May 5-June 10 








For a brochure or further information, please contact: 
Dr Victor Tabbush, Associate Dean : 
_UCLA Graduate School of Management. 

Los Angeles, California 90024 
| 825-2001 . 
) 206-8460 - 


| Kenya: June 25-July 28 
For program information and applications, contact Harvard 


institute for International Development, One Eliot Street, 
Cambridge, MA 02138, USA. Telex: RCA 275276; TWX 



























7103200315; fax (617) 495-0527; tel (617) 495-2161. Please 
specify program of interest. 






























NATIO! 


An intense exploration of critical issues in ROGRAM 
Ce tor upper middle- -An international general management program 
a senior-leve pe who make or | designed to help managers with cross-cultural or 
influence strategic decisions at the -international responsibilities develop a strategic- 
corporate, division, group, and plant -global perspective | 
levels. n i 
; T a | e May 14 - 26, 1989 

Summer programs will be offered y a 

* June 4 — 30, 1989 

* July 9 — August 4, 1989 





















FOR MORE INFORMATION ABOUT THESE AND OTHER EXECUTIVE PROGRAMS, ' 
. Dr. Albert A. Vicere, Assistant Dean and Director of Executive Programs; 310 Business Administration Building; The 


c Pennsylvania State University, University Park, PA 16802 U.S.A; Telephone: (814) 865-3435; TWX: 910-240-5959, 

































AM HALL. a private girls’ 
{ages 14-18) invites inquiries 
2 ts ernie Oe One Eom. 






| UNIVERSITY 
OF ESSEX 


New MA in International 
Economics | 


A taught 12 months MA with cotiponent 
courses ai International Trade Theory, 
International Finance, Trade- and Devel- 
opment and Quantitative: Methods. 







make a differ- 
t interrupting your 
your doctorate in 
: tion/ Management, Edu- 
ealth, or Human Services. 
FI ! upon your professional expe- 
| rience while working with nationally 
l recognized. faculty toward your 
., doctorate, Accreditation: Candidacy 
2 ‘Status granted by the North Central 
Sociation of Colleges and 
hools. Call or write: 
aP e Masters or equivalent. 









































The new MA is also offered with a 
specialism in Latin American Economics, 















. The Department of Economics. offers: 
MA courses in Economics, Financial : and 
Business Economies and E conometrics: 
with Diploma courses in Economics and 
Development Economics: and MPhit: and 
PhD degrees by réscarch. - 


























Write to: Graduate C hairman, Ref ERN 
1, Department of Economies, University 
of Essex, Wivenhoe iiie. es: ee 
"sex CO4 dci UK. 







,9yStems-based course for islas. examining patterns of ais: in 
athe work-place. The course. uses systemic skills and strategies to manaren 
l problems into opportunities for increased performance, 


INFORMATION: KCE, 7 n bape b Coun, apes: we asr. Tek: 
01-793 0148.: i 












aternati onal sy sateen Policy R 
.—— VAugust 1989.31 May 1990 
Outline: 


o oo up-to-date information on ‘the’ most fortit areas of 
- International economic relations through concentrated courses 
by. internationally renowned university professors and 
tseminars givenby leading representatives of internation- 
Conn policy institutio ons and international 













$ 
iness strategia 
9 designed for economists holding a jie degree who are 
interested in a career in international business, governmental 
and intergovernmental organisations, academic institutions ete, 







yade 3 and Development Strategies Deepak Lal (London) 

‘for LDCs " 

eee WE Stefan Tan fern "T (Gótti g : ) 
Gerd Hansen ( Kiel) 


IN Political Economies Bruno S. Frey (Zürich) 
iternational Corporate Finance Laurent L, Jacque (Minnesota) 
vate n nation write to: 


orld Economics, Advanced Studies, | 
s We 120, D- 2300 Kiel 1, Germany. | 
























COURSE MODULES 


1) ao 12-23 


3) Sept 4-8 
4) Sept 11-29 


An intensive and unig 
education -or similar 


Practical applications. 


an Further information: Annelies Wind or Mar arguerite Aguyen international Conter 


for Monetary and: Banking | P.O. Box 38, 
| 1211 Geneva 21, Switzer 
. Phone: 22-34 95 4B. Telex: t 











APPLICATIONS 
PORTFOLIO. MANAGEMENT AND 
PORMA 


ue training program tor protessionals with a university 
background, foli owed i 
finance executives from 235 institutions in. 4560 KE 


by leading faculty, with an optimal blend of theoretical principles and 


Telefax 617.661.5830 






(ALYSIS: FUNDAMENTALS, 
MENTS AND PRACTICAL 





































atm mee NT 





‘the past seven years by 
tries. instruction i i5 giver 











| Í paxch. Fax: 22-33 64 44. 





de ond: s oldest tiinasementa and 
technology consulting firm. 


A ANE tah AAA, 





rma 





Case study approach draws from 
Arthur D: Little's worldwide 
consulting practice. 


NNEC eat 








APIS NaI Gm Brit Arte hr 


Faculty of experienced international 
consultants and leading Boston-area 
professors, 





AVTATT OARA SAGT cler BS eir TI e AMAA Yr rit TAN PAM APVT Mr vi 


Apply now for August 1989 
admission. 





It aer irn C Pratt anon ied SN Tira et 


Four- and six-week Executive 
Education programs also available. 
Arthur D. Little == ^ M 
Management Education institute 
35b Acorn Park | 
Cambridge, Massachusetts 02140 USA 
Telephone 617 864 5776 

Telex 971436 









LEARN 
FRENCH 
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' For Lite, Academic & Work 
ecure in their Jobs or Professions. 


your job, military, company training 
s on business ex 






without formal classes or seminars at your own pace and time, 


500 N Sepulveda Blvd, Los An alttornia 9004: 137—US 
Phone: 213/471-0206 — Telex: 182315 Fax: 219/471-6456 


Study in Hawaii 
Intern in Japan: 


t 


HONOLULU, HAWAH 


Executives in Transition 
February 13-17, 1989 


international Managers 
Working for a Japanese Subsidiary . . . Selling to the 
Japanese Market... Working with the Japanese... 
Thinking about any of the above? 


Apply by January 31, 1989 


Japan Management Program 
September 1989-June 1990 


our Honolulu Campus. 
of your choice. 


Bachelors Degree required. 
e Deadline August 1, 1989. 





For information please contact: 








Phone: (808)-395-2314. 


education and training 









| The intensive way and in real 
| immersion. This means living 
| in one of the most picturesque 
regions of France and really 
becoming fluent. Álso vacation 
and learning plan. Cultural pro- 
gramme in Paris. Winter pro- 


_ with French participants for7 — | gramme on the French Riviera. 
< intensive days in the DORDOGNE Staté age, goal level and time 
| Cháteau LA VALOUZE available. US transfer credits. 

| AE | | The French and American 
E J. L. Lefevre CIEL.BP.180 Study Center, BP 176, Lisieux 
- . 24490 LA ROCHE CHALAIS, France 14104, Cedex, France. 
OU TSINA 312201. 


i Experience 
who want to be more effective and 


Earn a BACHELOR'S MASTER'S or DOCTORATE Degree by 


ng | ife and work experience. College equivalent credits are 
ualizing your We and e nos. Colega opaan aa 


Send detailed résumé on work life and academic experience for a no 


PACIFIC WESTERN UNIVERSITY 


JAPAN-AMERICA INSTITUTE 
of MANAGEMENT SCIENCE 






8th Annual Cross-Cultural Seminar for 


e Five months intensive Japanese language and management training at 
e Four months internship in Tokyo with a Japanese corporation in the field 


e Master of Science Japanese Business Studies Degree in 12 months. 


JAIMS Admissions, 6660 Hawaii Kai Drive, Honolulu, HI 96825. 
Fax: (808)-396-3826. 


A private non-profit institute founded. in 1972 by Fujitsu Ltd and dedicated 
to international understanding and business communication. through meaningful 






ENERGY 
ECONOMIST | 


international financial organisation headquartered in Washing- 
ton, DC, seeks experienced economist for its Energy Division to 
do economic evaluation of projects inthatsector. — ^. 
The successful candidate will guide borrowers and consultants 
on requirements for economic evaluations of applications for. 
loans and technical co-operation operations. Participate in 
project committees, working groups as well as special orienta- 
tion and analysis missions to Latin American and Caribbean 
borrowing. countries. Review information and reports from) 
borrowers and consultants, so as to assure adequate basis for 
sound analysis of project. Perform the final socioeconomic 
analysis of applications for loans and/or technical co-operation 
operations in order to assess economic and social worth of 
operation under study. Make such recommendations as are 
deemed necessary to ensure the effective operation and eventu- 
al success of projects. Uo 

Candidates should have the following minimum requireme 
Master's Degree or equivalent academic qualification in Ew 

nomics or related fields (PhD is preferable). Six years of experi- 
ence in economic evaluation of projects preferably in energy 






















































perience may e 
| is in 


dge and skil 


| 
j sector or in closely related area. (Two years € 
| substituted with PhD degree.) Good nowtle 
recent project evaluation techniques. Knowledge of power 
| saa optimisation techniques. Proficiency in English and 
panish. | | 

| We offer a fixed term appointment with excellent salary anc 

benefits package. interested applicants should send cover lette 
| with detailed curriculum vitae, indicating nationality, dates ol 
| positis references familiar with your work, salary history anc 
| list of publications. Send application no later than January 31 
1989 to: ENERGY ECON, Washington, DC20577. |... ... 
| 


MIDDLE EAST 

CONSULTANCY 
WOULD LOCAL FOLLOW-UP ENHANCE 
YOUR BUSINESS PROSPECTS IN 1989? 
British Business Consultant based it 
Dubai free to consider a limited num 
ber of new commissions/project: 
Twenty years ME experience-—ten ii 
GCC States—fluent Arabic. Will be vis 
iting UK from 3rd to 30th Jang 
1989. For full information please; 












The Population Council is 
seeking a social or health sci- 
entist to conduct research on 
| epidemiological and demo- 
graphic processes affecting 
health and mortality in de- 
veloping countries as part of | ` 
a program on "Reproductive lo 

Health and Child Survival". 









COMPANIES 

































































Qualifications: PhD in social BRITISH VIRGIN 
or health science with dem- ISLANDS. $9: 
onstrated competence in epi- GIBRALTAR £e 
l c UERNSEY £5! 
demiology and demography; HONG KONG £5 
minimum five years’ postdoc- IRELAND NON-RES £4 
toral work; willingness to. p m S 
travel. Excellent English lan- LIBERIA $9 
guage/communications skills. PANAMA $9 
Competence in French, Span- FULL NOMINEE, MANAGEMENT, 
ish or other language desir- . CCOUNTING AND ADIER 
able. Excellent benefits. Sala- LAN EXPLANATORY 











ry: high $30's to high $40's. - 
Forward applications to Ms | 
Betty Joyner, Deputy for Per- | 
sonnel Services, One Dag 
Hammarskjold Plaza, New 
York, New York 10017. Dead- 
line for applications—15 Jan- 
uary 1989. 


. «An EEO/AA employer — 

























AUTHORS invited to submit ST JAMES'S, LONDON, SW1. Ser- 
manuscripts, all types (including po- —viced apartments in smali block close 
ems), for book publication. Reasonable — to Fortnum & Masons, The Ritz and 
terms. Stockwell, Dept 75, lffracombe, Piccadilly. Double and twin rooms from 
Devon, UK (Est 1898). | £70 per night. Tel: 01-930 2241. 


Let Us Be Your U.S. Buying Office | 
ATTN: Distributors importing consumer or industrial products, 
manufacturers importing machinery or component parts, 

Our services will provide you an opportunity to establish 


your own purchasing office here in the U.S. We wi l source out | 













BUSINESS OP 


F so, an 


































are looking for of- 
modation (with business 
upport facilities), we can supply 
oth for a week for the same price. 
s a night's stay in a London hotel, 
or further details ring 01-226 6681. 





















OTQ. £225. Phone Ka 
ng on 01-677 8141. ext 
2, 0r 01-677 5041. 






























veodl Place, Landon PHS 
MR evnteed' Sustes | 


p HEN 


6497 OKT AP C 





the most competitive suppliers, work closely with each sup- | 
plierto ensure quality and delivery. We will handle financing, 

documentation, communications, and provide all the other | 
Services necessary for your international purchases. 


N Al 40440 Grand River Novi, Michigan 48050 Lan ih ate | 
Tet 313/474-3050 Telex: 729045 Fax: 313/474-5790 





































git-Contained service 
e, near Harrods. f 
chen-dinette. bathroom, | 
Our TV. central heating, elevator. 
rochure by airmail, 


5 Ennismore Gar ens, LONDON SW? 
V: 01-584 4123, Telex 205441 (Ref KSF) 

































Rutgers, The State Unive 


relict and vacant land, or unused 
ildings wanted. 


ey, invites applica 
of the newly establishe 












S^ London SW7 4DE, 
^^ Tek01-3703563. — 


















nail family owned hotel in Knights- 
je Which has been totally remodelled 
refurnished to a high standard. 

285 Doubles £70 Singles £55 inci 


omfortable, Spotiessly kept little hotel 


'e heart of Knightsbridge —Egon - 


teservations hone 01-584 
; or write to 159 nightsbridge, 
lon SW1X 7PD, fax 01-225 1635. 


Servatory House Hotel 
31 Hornton Street 
London W8 7NR 
4: 01-937 6353/01-937 1577 
— Fax: 01-938 3585 
Tix: 914972 OBSERV G 
Single: £39 + VAT 
usive of English breakfast 
ndon's prime residential and 
ping area very close to excel- 
transport facilities. All rooms 
bath/shower, TV, telephone, 













Dr. Nancy S. Winterbauer 
- Search Committe Chair 
.. ¢/o Office of the Vice President 
for University Administration and Personne! 
utgers, The State University 
New Brunswick, NJ 08903 





THE STATE UNIVERSITY OF NEW JERSEY 


An Affirmative Action/Equal Opportunity Employer 



























OVERSEAS POSITIONS. Hundreds of GRUAUD LAROSE 1975 70 casés PANAMANIAN CORPORATIONS p 
top-paying positions. Ali occupations. £195 + VAT, LA LAGUNE 1970 30 vide complete confidentiality and zi 
Free details. Overseas Employment cases £300 + VAT. B. Prince, Milden- tax liability, We offer company format 





Services, Dept EC, PO Box 460, Town hail (UK) 0638 712799. i services on a fast, reliable à comp 
of Mt Royal, Quebec, Canada H3P tive basis. H. t. Darlington, POB 13 


23-4819 (evenings 23-6779) F 


! Em " Panama 9a, Panama. Tel: 23-0834 
234936. 


3C7. | r d d 
OMING TO PARIS? | "^. GETTHE FA 









































zs 





4938592 MBIPBCH. TEL. 1-407-833-591 day 
594 Marett Road 
lexi , MA 02173 USA. 
: 617-861-0515 


-OFFSHORE “10M” CORPORATION FOR SALI 
Established, clean, Isle of Man corporation. for sale: No past activity 
current registration. US$5,000. For information about this company ol 
others available to us, contact: 


LAD Financial Services, 95 South Market S reet, u 
#300, San Jose, CA 95113. s 


IN US call 408/293-4131. 


Stay in a furnished flat. One to four rooms plus Over 10,000 Computer Products 
bathroom and kitchen. Weekly or monthly rates. ha ¥, 
Lett Bank, Luxembourg and Montparnasse. Current, COMPUTER-SPECS doto- 
mo n ze 3 " base p features, functions, yas b: LON DON 
Telephone Paris 43253509, or write prices of the latest computers e 
Housing, 9 Rue des Ursulines, 75005 Paris. peripherals at your fingertips. i outh Kensington 
information c Luxury fully furnished one and two bed. fats 
7 dien í quiet cul-de-sac off Queens Gate. Resident mana 
g porations, | | en direct dial telephones, video security ai 
wide reh — | colour TV. Weekly rates from £266 le £560 pl 
» VAT. 
= a full details: Office tel 01-902 8151. Office fax € 
C 900 1535. Office telex 893095. Resident manag 
: 01-225 0184, fax 01-225 0280. 
rategist for conceived tourism PS dne ü 
& asset management; cash-flow m 
food & beverage ond re i 
B able on an annual subscription basis: 
: MARK E. GOETTE 2,500 pg. looseleat: US$ 940. M | to make appropriate ena 
p FL 33480 USA. FAX-Transmissions 11 p.m.-8 a.m. E.S.T. CD-ROM for your PC: US $1,250. ony before : 
: .. To order, call or write today i || 











utside Director/Special Projec 





(High-Tech, Medical, Corp. Strategy, Internatl. Sales) 
-Semi-retired highly successful entrepreneur, 30s, US 
, VP/Founder/Pres. in small and Fortune 500 firms 
(bi-lingual English/German) will assist senior manage- 
ment with projects worldwide. Impeccable professional & 
academic credentials. 2739 Edgewood Drive, Rockford, 
‘Tilinois 61 111, USA, Fax 815-877-5888, Tx 6502743543. 
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Economic & Financial Advisors | 






150 King Street West 900 Third Avenue E. 
Toronto, Canada New York, N.Y.  - 


(416) 593-8459. (Q12832012 ^ MEE 
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OUTPUT, DEMAND AND JOBS Inthe year to November Japan’s industrial output grew by 6.8%, up 
from 6.1% in the year to October. Growth in America’s industrial production eased to 5% in the 
year to November, down from 5.1% the previous month. Britain’s unemployment rate fell to 7.5% in 
November and Spain’s rate to 18.5%. Switzerland’s unemployment crept up from 0.6% of the 


labour force in October to 0.7% in November, but it is still lower than it was a year ago—and by far 
the lowest of all the countries in the table. 


a an x 
=! 


awh 
; 





% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
 3mthst 1 year 3 mthst 1 year 3 mthst 1 year latest 





18.5 Nov 20.3 
+ 2.9 Aug 1.4 Nov* 















USA + 4,7 + 5.0 ww + 25 + 3.7. @ — 05 + 3.8. oct 5.4 No 5.9 
tValue index deflated by CPI. 


‘ ’ . , i 
PRICES AND WAGES America’s wholesale prices rose 3.2% in the year to November, up from 
2.9% in the year to October. The increase in America’s consumer prices remained unchanged at 
1.296 in the 12 months to November. Japan’s wholesale prices fell by 1.6% in the year to 


November. Wage settlements in Britain moderated slightly: from a rise of 9.396 in the year to 
September to one of 9.095 in the year to October. 


é change at annual rate 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
\ustralia + 78 T 7.3 Aug + 3.9 + 7.5 wi + 3.1 + 63 May* 
ium + 1.4 + 1.6 Nov + 2.0 + 0.2 wu + 6.0 — 0.2 o* 









'anada + 36 + 4.1 Nov + 26 + 3.1 oct + 2.6 + 53 Sep* 
rance + 3.0 + 3.0 Nov + 3.2 + 3.5 a + 3.3 + 33 ap* 
I. Germany * 07 + 1.6 Nov + 2.0 + 1.5 oa '* 14 + 3.4 oct 
olland + 26 + 1.0 Nov 4 52 + 2.2 se + 0.7 + 0.8 oc 
al + 6.9 + 5.3 Nov + 48 + 5.0 Aug + 43 + 6.3 sep” 
apan + 3.2 + 1.1 oct — 08 — 1.6 Nov + 5.0 + 2.2 oc 
in +10.9 + 5.2 oct + 3.9 + 3.2 oa + 8.8 + 7.1 o. 


weden + 6.6 +57 ww + 87 + 7.0 oct + 0.2 


+ 8.3 Sep* 
witzerland + 2.0 + 1.8 Nov + 3.7 + 3.2 od 


~ Sia + 3.1 o* 



















+ 86 + 6.4 Nov + 45 + 48 Nov + 48 + 9.0 oa 
P T° 6.5 + 4.2 Nov + 43 + 3.2 Nov + 4.5 + 3.4 Nov 
ourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
nings; UK, monthly earnings for all employees. aS 





WASTE The average New Yorker pro- = 
ices 1.8 kg of waste a day—three times as up 
uch as the average Jakartan. Rich cities 
urn out more garbage than poor ones: 
w York throws away 51m tonnes every 
ar. The composition of rubbish also differs 
tween cities. Organic waste makes up a 
aller proportion of the total in the rich 
es—except for Rome, where organic mat- 
makes up 7196 of total trash. The 
portion is 73% in Lahore, 79% in Lagos, 
% in Jakarta, but only 26% in New York. 
od waste creates more health hazards, but 
1-food waste is harder to get rid of, 
*ecially for cash-strapped cities. In devel- 
ng countries landfills cost $20-60 a tonne, 
ineration $150-200, while dumping is 
2. But some have found recycling can be a 
'ap source of metal, glass and paper. Source: Word tuni 













New York -x Londen ^ 
United States England — 
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7 7 6 ee compedes o 
; "6 of total by weight, latest available figures 
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COMMODITY PRICE INDEX 
A long spell of dry weather 
in Brazil is threatening next 
season's crops. Large parts of the rich 
agricultural regions of Sao Paulo, Parana 
and Minas Gerais have not had rain for the 
past three months. Frosts in July, and then a 
drought, have cost Brazil up to 20m bags 
(each of 60kg) of coffee production. Output 
was originally forecast at a near-record 40m 
bags in 1989, but latest assessments are 
pessimistic: they put the crop at under 20m 
bags. Production of oranges is expected to 
fall by about a fifth to 190m boxes. Soya- 
bean planting is a long way behind sched- 
ule—in Parana it is normally completed by 
now. So far this season, only half the beans 
are in the ground. 








WAT t 
Economist 


1985=100 % change on 
Dec 13 Dec 19¢ one one 
month year 
Dollar index 
All items 154.1 1547  - 46 +179 
Food 117.5 120.9 +54 +169 
EEE T1699 
Industrials 
All 190.5 188.3 +42 4184 
4 184 
Nfa tt 135.5 135.6 +14 — 30 
Metals 229.4 225.7 +54 +308 
$$ EO UK 308 
Sterling index 
All items 108.1 108.8 +53 +18.4 
$$$ ———MMRe t »9 -F184 
Food 82.4 85.0 + 60 +17.4 


——$—— YO -Ti4 
Industrials 
Al 


| 133.5 1324 +40 +190 
Nfa tt 95.0 954 +20 -—26 
Metals 160.9 158.7 +60 43314 
SDR index 
All items 115.0 1160 +57 +209 


Food 87.7 906 +65 +199 
S9 95 4199 
Industrials 

All 142.1 1412 +53 +215 
Nfa tt 101.1 101.7 +24 -05 
Metals 171.2 1693 +65 +342 
St > 4842 
Gold 

$ per oz 42050 — 41325 — 12  —145 
M ————9 51929  — 12  —145 
Crude oil North Sea Brent 

$ per barrel 14.85 1500 4119  —118 


t Provisional ++ Non-food agriculturals 


a |3 Š js |è |a la [a ls le |8 












7 | o2 x ^ 
Mz a Tek. Mae AUT ea ! a 
nn oe AS Ms » "mer. s - 


- ECONOMIC AND FINANCIAL INDI 


ea il” " L í - 
, ' . ^ ^ bta i psi id 
At ns o VW Tap ERR ZEN à 
ID 


Pw Bwa v (n M ed og 


CATOR 





ue 
RS or sf 


A p ' pes 
m s - —- ^ 
A" 4 p seti LJ 
Pro dT 
- \ i 
4 1 T 
t z i 
| | 2 


= | @ DEBT The gross hard-currency debt of WORLD BOURSES Wall Street, London and Frankfurt all advanced as fears of further interest-rat 



























































a Eastern Europe rose from $91 billion in 1982 rises receded. Tokyo slipped 0.796. Tokyo and Frankfurt have both gained more than 20% sinc! 
— | to $133 billion in 1987, then fell to $130 this time last year; Wall Street and London have been two of the world's weakest bourses in 1988 
- | billion in 1988. Only Romania's debt was | Stock price indices % Change on 
a lower in 1988 than in 1982, having fallen | - Dec 19 1988 one one record 31/12/87 
E steadily from $9.8 billion to $3.1 billion. high low week year a ae b 
B Tighter trade policies squeezed East Europe- Australia 1451.6 1657.8 1170.7 — 12 +161  — -370 4107 +309 
. . | an current-account deficits in 1983-84; since | Beigium 5410.4 5414.5 36084 — 01. +627  — 01 4481 -*329f 
5. then most of the countries’ external defi- | Canada 33204 3465.4 29779 — + 08 + 47  -199  -*51  -138 
A cits—and use of trade credit for imports— | France 394.0 397.2 251.3 —07 +2372  -—14 4404 +246 
E - have expanded. Their indebtedness in dollar | W.Germany —— 16238 1641.6 1207.9 10 +208  -—287 +249 +116 
g terms since 1985 has been swollen by the Holland 283.2 285.8 205.7 4 24 + 33.1 —15.2 +35.7 +20.9 
y ; i) dollar's fall against the D-mark and yen, in Hongkong 2611.8 2772.5 2223.0 — 2D + 14.6 —33.9 +13.4 +127 
s which most eastern-bloc debt is denominat- | 'talv 583.1 593.4 423.9 + 12 +166 —358 +19.5 + 73 
da ed. Russia's gross hard-currency debt is the ENS S ese Ens = - E E = ed S 
m biggest, at $40 billion; but its net debt of $25 | SouthAfrica ^ 19020 19060 13870 = 02 — «334  -—161 *318 — + 71 
m billion is much less scary than Poland's $36 | Spain 278.6 301.6 2255 4 02 * 194  -144 +226 +160 
By: billion. Russia keeps sizeable hard-currency | sweden 3368.0 3378.5 2148.5 +07 +520  —093 . 4552 ^ T4683 
.. | deposits in western banks, as does East | switzerland — — 5831 591.6 4086 C J& . 4221. —201 . 4229. b 55 
... | Germany. Romania and Czechoslovakia | uk 1770.5 1879.0 16945 — 413 4,12  -275 E 384 — * 03 
ES have the smallest net liabilities, but Czecho- | USA 2172.7 2183.5 1879.1 +15 + 92  -—202 +12.1 +12.1 
| slovakia's have probably risen in 1988 while DD 
— . | Romania’s are still falling. MONEY AND INTEREST RATES The growth of Japan's money supply accelerated in the year | 
ED o October: the narrow measure climbed 7.396, the broad measure 1196. In the year to Novemb 
y E '0i e ERAT AP America’s narrow money supply grew by 4.1%;-broad money expanded by 6.3%. 
E Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
288 % rise on year ago Money market Commercial banks Bond yields Eurocurrency 
vi Narrow  Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bont 
me [M1] lending 3months long-term 3 months 
Ms Australia +125 +15.6 ot  14.40'* 15.00** — 16.50** 14.60 12.59** 13.59** 15,00 15.63 
E Belgium +16 +71 a 7.00 7565 9.50 7.30 8.03 8.21 756 7.77 
7 Canada + 30 +109 nv 1025 11.08 1225 11.05 10.13 — 10.82 10.88 — 10.22 
eo France 4-34 +72 sg 856 8.69 925 8.81 8.67 9.27 875 9.03 
E W. Germany + 9.3 +67 o 4.50 5.40 600 4.91 6.30 6.15 575 5.83 
$r- Holland +51 +96 sp 5.75 588 7.75 5.88 6.29 6.64 581 6.3€ 
A Italy +76  -83 am 1188 1263 13.00 na 1079 — 11.03 12.75 — 10.5: 
PR Japan 173 41100 406 416 338 1.76 455 495 . 456 A45 
Spain 4232 4109 nv 1249 13.51 1425 — .7.50 1233 1432 1150 na 
Er. Sweden na + 5.1 sep 975 1105 12.00 11.03 11.10 ` 11.83 10.38 — 113f 
e. Switzerland +13.3 + 89 sp 388 4.94 525 4.50 4.20 470 493 54 
E UK 413.9 +19.8 oc 1200 13.00 14.00 — 13.00 978 1088 1306 116 
z USA +41 +63 nw 894 921 1050 937 9.05 972 9.50 88 












Other key rates in London 3-mth Treasury Bills 12.6%, 7-day Interbank 12.4, clearing banks’ 7-day notice 4.0%. Eur 
rates (Libor): 3 mths 9.4, 6 mths 9.4%. 
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4M2 except Australia, Canada, France, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 plus CDs. Definitions of interest rates quoted available on pe 
Sources: Bank of Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ B 
Credit Suisse First Boston, Wharton Econometrics. These rates are indicative only and cannot be construed as offers by these banks." *Last weeks'rates - 





Es TRADE, EXCHANGE RATES AND RESERVES The big currencies had a quiet week. The dollar and pound inched up, while the yen and D-inc 







































































m. slipped a little in trade-weighted terms. Trade figures are due out in Japan and Britain at the beginning of the Christmas holiday period. In the 
.... | months to October Australia's cumulative visible-trade deficit rose to $621m, while Canada's surplus was $7.5 billion. In the year to Novemt 
E. Spain's visible trade was $19.2 billion in deficit; Sweden had a surplus of $4.6 billion. 
E | trade balancet current- trade-weightedtt currency units per $ currency units foreign reserve: 
Y $bn account exchange rate $bn 
E ^ latest latest 12 balance $bn 
m. month months latest 12 mths latest year ago latest year ago perf  perSDR  perecu Oct yeara 
a: Australia — 045 ot — 06 — 10.4 Ww 64.6 53.0 1.17 1.40 2.13 1.58 1.38 13.4 9.7 
UR Belgium F032 æ + 02 + 36 o 98.5 1076 36.9 34.0 67.3 499 43.6 9.0 8.8 
EX 4 038 o + 75 — 78.m 84.2 76.6 1.20 1.31 2.20 1.62 1.42 15.4 7.1 



















































; France — 065 ot  — 41 — 30 @ 69.0 72.8 6.02 5.51 11.0 8.15 7.10 293** 318 
: W.Germany + 507 ou + 722 + 48.0 oct 1455 1513 1.76 1.63 3.21 2.38 208 600 667 
E. Holland + 105 aw + 27 + 38 o 1337 FANS 1.99 1.83 3.62 2.69 2.35 15.9 15.0 
p: Italy — 064 w  -— 83 — 99 o$ 45.8 47.7 1298 1198 2965 1757 1530 32.1 24.6 
M. Japan + 8.48 oa + 934 + 79.9 oct 2519 240.5 124 127 226 168 146 916 727 
E. Spain — 170 nw — 192 — 24 oa 51.9 51.8 114 111 207 154 134 953 25.3 
E j 679 682 6.11 5.93 11.1 8.27 7.21 8.2 82 
| 
Hs | Canada, Japan, UK and USA imports fob, of England index 1975 = 100. tt Excluding gold. **Aug. SNewseries. — — - zi Kc E y] 
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YOUR NEW BASE FOR MIDDLE AND FAR EASTERN MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy B No personal income taxes. 


for international companies to set up trading and 
industrial bases easier in the Middle East. 


Corporations such as Arco, British Petroleum, Black 
& Decker, McDermott, Halliburton, Union Carbide 
and Shell have already taken advantage of these 
exciting trade freedoms and benefits unique to infrastructure, state-of-the-art communications, 
Jebel Ali. accommodation, hotels, hospitals, security and 
Just look at these advantages. every modern amenity, this 45 sq. km business 

m 100% foreign ownership opportunity is your new frontier for Middle and Far 
æ Unlimited transfer of profit and capital Eastern markets. 


m No corporate taxes for a minimum of 15 years To find out about these freedoms contact: 


Jebel Ali Free 
Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept. No. 08, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 
Telex: 4f58N TPAIA FM Gahle: PAJADLUIR LAF 


m No import duties/export taxes. 
B No sponsorship restrictions. 
m Unlimited cheap energy. 


With superb facilities including an extensive 














The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, including Quadruple 
Zooming Power, Automatic Duplex and 
Overlay Copying, Standard Three Cassettes, 
Optional Triple Paper Stacker for 6-Way 
Paper Feeding, 20-Bin Sorter and Interac- 


tive Keying 





See Minolta copiers at: 
Bangladesh Brothers International Ltd. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka 


Hong Kong 
India 


G.P.O. Box 767 Phone: 400042, 404929 

Minolta Hong Kong Ltd. Room 208, 2/F, Eastern Centre, 1065 King's Road, Quarry Bay 
Phone: 5-658181 

Methodex Infres Pvt. Ltd. B-1/F-] Mohan Cooperative Industrial Estate, Mathura Road 
New Delhi 110044 Phone: 636043 


Pakistan 
Philippines 


Singapore 


Allied Equipment Ltd. First Floor, Nelson Chambers, 11. Chundrigar Road 
G.P.O. Box 680, Karachi] Phone: 219338, 210146 

Topros Inc. Topros Bldg., Banawe Cor. Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 711-4113, 711-415, 71-41-83, 711-41-85, 711-41-87, 711-41-89 
Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-5533 








The new Minolta EP490Z gives you $o now you can say goodbye to ordinary 
o-color copying that's as fast and easy color copying. No more waiting for two scans. 
regular copying. No more time-consuming procedures for desig- 
Think of it. A copier that makes two-color nating the color area. No more disappointing 
ies in one quick scan. It's now a reality for — copies that don't really match up. 

r business with the new Minolta EP490Z's That's because the Minolta EP4907 makes 
ul-Color function. | high-quality two-color copies just as fast as it 

simul-Color makes two-color copies in 3 — makes regular black copies, at a quick rate of 30 
. easy steps. Simply set the Color Lever, then copies per minute. 

s the Simul-Color Key and the Print Key. The O contact your Minolta dealer about the 
ilt is a perfect copy in black plus another — new Minolta EP490Z with Simul-Color. It's the 
X: red, blue, sepia or green, world's first practical color copier. 











JA CAMERA CO, UD. Reprogrophic Product Operations 30, 2-Chome, Azuchi-Machi. Higashi-Ku, Osaka 541, Japan 
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Santa Office Machines Corp. 10th FL, No. 120, Sec. 2, Chien-Kuo North Road, Taipei 

10433 Phone: (023 505-0013 

nd Bangkok Business Equipment Automation Co, Ltd. 199/82-84 Vipawadee Rangsit Road, 

(Ai Suthisarn Fly-Over), Bangkok 10400 Phone: 2710213 (5 lines) 

Ucé-Ausirolia Lid. PO. Box 196, 89 Tulip St, Cheltenham, Melb. 3192 Phone: 09-5840 
ecland Viko Holdings Ud. 33 Broadway, Newmarket, PO. Box 220, Auckland | Phone: 03-505-449 












When you're navigating the unsure waters of 
today’s insurance market, you need stability. 


You need a provider backed by the resources 


of a worldwide organization. One with experi- 
ence to match. 

As the Insurance Company of North America 
and through our AFIA operations, we accumu- 
lated nearly a century of experience in the 
insurance markets of the Pacific. And now that 
our Asian network has consolidated under 


CIGNA ownership and management, our capa- 


bilifies are even more extensive. 

Of course, we've always offered a broad 
range of products and services. Our Property 
and Marine divisions lead the industry with 
market-sensitive products as well as an under- 
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writing capacity for the largest of risks. 

Our Commercial Casualty department offer. 
all kinds of coverages, including hard-to-arranc 
product liability insurance on most types of 
exports to the United States. As for Accident ar 
Health insurance, we have some very attractive 
programs, especially in the areas of direct mar- 
keting and employers' voluntary group accider 
products through payroll deduction. 

We also specialize in tailoring global insurance 
programs for clients of all sizes and nationalitie 
Clearly, we're not just bigger. We're better. 
And you can learn how much mas —" 
better we are by writing to the 
CIGNA office in your country 

(listed below). 








Sydney, Australia « Hong Kong * Jakarta, Indonesia * Tokyo, Japan + Seoul, Korea «Macau » Kuala Lumpur, Malaysia » Auckland and Wellington, New Zea! 
Manila, Philippines » Singapore « Taipei, Taiwan » Bangkok, Thailand « Guam 


